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ARBER BURNERS 


ssure Better Conversion Jobs 
—and Here’s Why: 


A furnace or boiler primarily designed for burning solid fuel has 
a relatively short “heat travel" in its flues, or heating surfaces, 
which heat the air or water as the case may be. The thoroughness 
with which heat from burning gas can be immediately transmitted 
to these walls of the heating unit, rather than to the stack or 
chimney, determines efficiency and economy in a conversion burner in- 
stallation. The higher the temperature of the flame, and the more direct 
its application on the side walls of the heating appliance (as is the case 
with Barber Conversion Burners) the closer the efficiency and economy of 
the installation parallels that of an original gas-fired heating plant. Famous 


patented Barber Jets produce an intense 1900° air-activated flame. 


For change-over to gas fuel on 
conditioning, warm air, or 
m, Barber is the one con- 
jon burner that assures prac- 
ally perfect combustion on 
ral, manufactured, Butane- 
ane, or bottled gas. Gas 
panies have found that relia- 
and economical performance 

Barber Burners has resulted in 

higher percentage of success- No. 324-B Barber Burner 
installations than with any 

burner. 


Barber _enrme _ Burners are 
plete range of 

s -F ‘shun for all pound or 

ong furnaces and boilers, and 
ail modeis are easily and properly 
steaeve to grate sizes. Listed 
in A. G. A, Directory of Ap ved 
Appliances. Write for Catalog 
and Prices on Conversion. Burners, 
Appliance Burners and Regulators. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


ARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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* WORK-SAVER PIPE TOOLS * 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO, U.S.A. 


It won't 
thin, flare 
or split pipe 


® You ream the burr 
from any pipe in no 
time at all with a few 
easy feather -light 
ratcheted strokes of this 
RIFAID Reamer— 
and without damaging 
the pipe. The extra long 
taper of this unusual 
tool. prevents thinning, 
splitting or flaring of 
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wall. It saves you 
time, work— 
and pipe! It comes 
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or reamer_ unit* 
alone fits your 
RIZAaID OOR 
handle. Ask your 
Supply House for 
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Pages with the Editors 


HE following ‘ ‘gag” announcement, which announcing to friends the installation and 


Wikcoort in the current issue of our es- 
teemed contemporary, Telephony, seems to be 
causing some amusement among the good 
folks in the telephone field : 


Announcement 


Lt. Commander and Mrs. Warren T. 
USNR, are pleased to announce 
to all their friends the delivery, at their 
home, of a little 5-pound stranger, at about 
11 A.M. on Tuesday, October 9, 1945. The 
delivery was made in exceptionally good or- 
der and was especially welcome because of 
the long expectancy and several previous bit- 
ter disappointments. In appearance, the lit- 
tle fellow is truly beautiful—coal black all 
over. It cries now and then but nobody 
minds. In fact, it is hoped that the new- 
comer will make a lot more noise after this 
announcement gets around to friends and ac- 
quaintances. 

His name will be “Plaza 4859.” The par- 
ent—the Bell‘ telephone system—is doing 
very well, indeed, according to the last stock- 
holder report. 


THe author or authors of this witty way of 


JOSEPH T. MURPHY 


The TVA should be tested by its own statutory 
objectives—not by emotiqnal compliments. 
(See Pace 694) 
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number of a new telephone are perhaps en- 
titled to a little fun in ribbing the telephone 
companies, because public demand has exceeded 
the supply to such an extent. We all under- 
stand why, of course, and in its own way it is 
probably a compliment to the essentiality of 
telephone service that its accessibility can be 
looked upon, even in jest, as such a treasure. 


Tuis little item, along with similar items 
affecting other utility forms, serves to point 
up the conclusion that public utility industries 
generally face a tremendotis task in getting 
back not only to prewar standards of service 
but even exceeding them. 


In Europe or foreign countries elsewhere, 
which have never known any differently, a de- 
lay in service would be accepted with hardly a 
thought, and certainly not a complaint. But 
the American public has been educated to a de 
luxe standard of service. And once so educated 
they do not forget easily. Nor should the pub- 
lic utility companies want them to forget. 


* 


| hen this reason the utility industry as a 
whole looks forward to the day when the 
gas, electric, and telephone customers can call 
for and receive service with a day’s notice or 
a little longer. They look forward to the time 
when radios, refrigerators, ranges, and numer- 
ous other appliances can be ordered during a 
casual shopping tour and be delivered, in- 
stalled, and in service the following day or 
shortly thereafter. 


Ir will take a lot of production, a lot of 
managerial skill, planning, and plain hard work 
to step up this phase of conversion. But it is a 
challenge which must and will be met. Along 
this line. the guest speaker at the recent Ameri- 
can Gas Association convention, Ralph W. 
Gallagher, chairman of the board of Standard 
Oil Company of New Jersey, certainly ven- 
tured a thought-provoking observation when 
he called upon the gas industry to accentuate 
the positive and eliminate the negative—in a 
manner of speaking. 


In other words, the public demand, rather 
than any attempted industrial interpretation or 
qualification of that demand, should be the 
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Power for Pensacola 


Riley Steam Generating Unit installed in Gulf Power Company’s new 
22,500 KW high pressure plant. Commonwealth & Southern Corp. 
also installed a duplicate unit at Mississippi Power Co., Hattiesburg, 
Miss., and have placed orders for another duplicate unit at Mississippi 
Power Co. and South Carolina Power Co. 
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Riley Steam Generating Unit 
Gulf Power Co., Pensacola, Fla. 
230,000 Ibs./hr.—975 Ibs. Design Pressure—900° F. Steam Temp. 


14 } # + W « COMPLETE STEAM GENERATING UNITS 
+ Pulverizers - Burners - sasedetieanas 


Air “Sieaie «- Economizers - W: 
OKER CORPORATION, WORCESTER, MASS. = Steel-Clad insulated Settings - Flue Gas Scrubbers 
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test of the utility industry’s service objective. 
Instead of explaining why things can’t be done, 
he suggests that even extreme proposals 
should receive thoughtful consideration, be- 
cause that is the challenge of leadership for 
private enterprise. Failure to assert such lead- 
ership leads to the public giving its attention 
to more impractical proposals from less re- 
sponsible sources—a development concerning 
which we have had much experience in recent 
years. We are glad to bring to our readers a 
digest of the news-worthy events which oc- 
curred at the gas association meeting in this 
issue, beginning page 718 


INDUSTRIAL management also has the obli- 
gation of explaining its virtues, problems, and 
responsibilities to investors, as well as the con- 
sumers. This has been recognized for many 
years in the form of the conventional annual 
report to the stockholders. The leading article 
in this issue is an effort to evaluate the effec- 
tiveness of such reports in the light of prevail- 
ing times and trends. While it is hardly the 
function of this publication to attempt to ad- 
vise management on how it should report to 
its own security holders, we feel certain that 
the suggestions contained in this article will 
be received for what they are worth and in the 
spirit of helpfulness intended. 


Haroip H. Youn, author of this article on 
stockholder report methodology, is well quali- 
fied by experience to make observations on this 
subject. It is not only part of his present posi- 
tion with the investment firm of Eastman, Dil- 
lon & Co. of New York city to analyze regu- 
larly a representative number of such reports, 
but he has fairly close association with other 
analysts who have similar responsibilities, so 
that his article might be taken, in a business 
sense, as a digest of such expert viewpoints. 
He has been in the investment business for 
twenty years and more recently has given his 
full time to work on public utility securities. 
He lectures on “current developments in utili- 
ties” before the New York Institute of Fi- 
nance, and is responsible for the public utility 
forums of the New York Society of Security 
Analysts. He has talked about utility securities 
before many investment groups. 


* 


ape ee we would not be disposed to 
publish a student’s manuscript in a pub- 
lication which goes to such a sophisticated 
readership as Pusiic Utiities FortNIGHTLY. 
But in these days when the assumption is all 
too common that student thought is predomi- 
nantly left wing, such a manuscript attracted 
our attention, not only because it had a right- 
wing slant but because it portrayed such in- 
Wie re of research and sincerity of purpose. 
of refer to the article entitled “TVA after 
welve Years,” ing page 694, by JosrpH 

e Murpny, who is presently a sophomore at 
the Massachusetts Institute of Technology. We 
feel that the intrinsic merit of Mr. Murpry’s 
theme warrants pemcpton. if for no other 
purpose than to show that not all students fall 
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EDITORS (Continued) 


HAROLD H. YOUNG 


The stockholders’ report should be a practical 
if not happy medium between optimism and 
pessimism. 


(See Pace 679) 


automatically for everything they read or see 
with a government label on it. 


* 


Tic brief article on our regulatory commis- 
sions (beginning page 702) is by Joun C. 
HAMMER, associate commissioner of the Ten- 
nessee Railroad and Public Utilities Commis- 
sion, who is active in regulatory affairs. 


> 


HE five Fitzgeralds are becoming almost 
or just as much of a leuendesy, Se , Se in 
the field of bus transportation and urban trans- 
rtation generally as the Fisher brothers have 
Comet in the automotive industry. The g 
ual encroachment of bus transportation on the 
rovince of the old-fashioned railway system 
as now become accepted if not commonplace.” 
But there was a time when it took consider 
able pluck and dash to suggest that large cities © 
get rid of their track-borne transit facilities 
entirely or almost so. The five Fitzgeralds have 
made a practice of rushing right in where more 
conservative financial angels might have con- 
siderable doubts. What is more, they seem to 
have made a sound and profitable business of 
it. James H. Coitins, former business maga- 
zine editor and now noted free-lance writer on 
business subjects, gives us an interesting ac- 
count of these doings of the Fitzgerald fréres. 


THE next co ua of this magazine will be 
out December 6th 


toe CE 
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. your 


y i ling 


Yam problems 


ancient Arabia lucky Aladdin called 
fon his magic lamp and a Genie solved 
= his problems. 


Now a Genie can solve your billing 
and bookkeeping problems! 


This modern Genie is speed. 


It springs from the automatic action 
and electric energy of the Model 285 
billing machine. 


Remington Rand‘s Model 285 is the 
only completely electrified billing 
machine to compute and print 
balances automatically. 


It is so automatic an operator needs 
only to insert forms and record data... 
the Model 285 does everything else 
automatically ! 


The 285 cuts unit billing costs. How? 
A Remington Rand specialist in utility 
billing will show you. 


Phone for him zow, or write us. 
NEW YORK 10, N. Y. 
Bookkeeping Machines for YOUR EVERY Requirement 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 193-256, from 60 PUR(NS) 
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ULCAN AUTOMATIC VALVED SOOT BLOWERS 


THE VULCAN AUTOMATIC VALVED HEAD, MODEL LG-2, wes Sovamoes 
some 12 years ago as a result of an exhaustive study of existing soot blower heeds end their 
capability of meeting the new end severe conditions about to be imposed on them by the 
modern high pressure boiler. A new design, breaking tradition with the old-fashioned 
eed pressure = was indicated and the LG-2 heed wes designed with the following 
eatures in mind: 


(1) A heed uni I in its epplicati 

(2) A heed economical in steam (or air) consumption 
(3) A head easy to install 

(4) A head easy and simple to operate 

(5) A head low in maintenance and easy to service 





The use of a pilot for operating the valve in the head id to be the key to the 
required design and marked a radical departure from the traditional heed of low pressure 
days. A single chain operating through a gear reduction revolves the element and, by 
om cae at the end of the blowing arc, moves the pilot to open and close the valve 
in e le 

This design makes the LG-2 heed universal in its application. The pilot operated valve 
permits the head not only to be used on low pressures but also on pressures up to 1 
pounds. Opening the valve in the heed against pressure, the bug-a-boo of most 
soot blower heads, is no problem with the Vulcan head as the steam pressure does the 
job, the operator merely having to move the small pilot valve. 

Operators prefer the LG-2 heed after using other heads because of its simple and easy 
operation. The enclosed cut steel gear and alloy pinion, the self lubricated special shalt 
bearings, and the enclosed ball bearing taking the steam thrust as well es the redial loed 
all make for frictionless operation. Element onding end warping ere prevented by the 
underarm support which balances the weight of the head and piping ageinst en adjustable 

6nd d and Valv spring, without eny centilever effect on the element end permits the element to float inside 

er Parte Be aon ve e wall sleeve. A ball and socket joint in the sleeve prevents element strains by allowing 
‘erts Expo relative motion of the setting and element and, at the same time, keeps the setting tight. 

The interests of the contractor and boiler erector heve not been overlooked in the 

design of the LG-2 head. It is, perhaps, the easiest heed to install. Because of the flanged 


Write for New Catalog connection between the element and the heed, the assembly of these parts in the field ss 


relatively simple 


VULCAN SOOT BLOWER CORPORATION 


Du Bois, Penna. 
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Excerpt from report by 
Brookings Institution. 


WENDELL BERGE 


Assistant U. S. Attorney General. 


Exits ARNALL 
Governor of Georgia. 


StyLes Bripces 
U. S. Senator from 
New Hampshire. 


Eprror1aL STATEMENT 
Business Week. 


James B. Conant 
President, Harvard University. 


Eprror1AL STATEMENT 
New York Sun. 


I. F. Stone 
Washington editor, The Nation. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“Without wage stabilization and without rationing the 
government is not in a position to hold the price line.” 


* 


“The philosophy of privilege and the practices of re- 
strictions constitute together the greatest menace to the 
economic development of the postwar world.” 


* 


“Full employment will be just another ringing phrase 
to go along with states’ rights if the cartel-makers are 
allowed free rein during the reconversion era.” 


* 


“A wartime bureaucracy of over 3,000,000 employees 
spending $100,000,000,000 in fiscal 1945 cannot suddenly 
become virtuous by changing to peacetime clothing.” 


> 


“Tt is possible for each government-owned ‘plant to be 
the germ of a government-operated industry, just as 
Muscle Shoals was the germ of the Tennessee Valley 
Authority.” 


* 


“War and peace are, as regards methods, miles apart; 
but as regards objectives, this war for us, a free people, 
has been identical with the job that now lies ahead— 
keeping open the road of freedom.” 


> 


“This country can support high wages and a high stand- 
ard of living for all, but it can do so through increased 
production only and not by means of a capital levy, how- 
ever cleverly concealed.” 4 


¥ 


“Three things made full employment possible during 
the war: (1) The government provided a market for all 
industry could produce; (2) it set up agencies to plamj) 
supervise, and direct the productive process; and (3) @ % 
sense of common danger and patriotic purpose made extra- 
ordinary controls sufficiently enforceable to be effective. 
If we can carry these three essentials over into peacetime, 
we can have full employment under private capitalism in 
peace as well as war.” 


12 





is Aluminum Company of America installation of Burroughs Computing- 
9 Machines is just one of thousonds found in offices throughout the world. 


ING, ACCOUNTING AND STATISTICAL MACHINES « NATIONWIDE MAINTENANCE SERVICE ¢ BUSINESS MACHINE SUPPLIES 
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14 REMARKABLE REMARKS—( Continued) 


WiuiaM R. Burrows 
Retired vice president in charge of 
. labor relations, General Electric 

Company. 


Extiotr V. Bey 
New York State Superintendent of 
Banks. 


JoserH H. Batt 
U. S. Senator from Minnesota. 


Davip LAWRENCE 
Columnist. 


EpitorIAL STATEMENT 
New York Herald Tribune. 


J. D. Berna 
. Professor of physics, Birkbeck 
College, University of London. 


Excerpt from report of Edison 
Electric Institute Commercial 
Planning Committee. 
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“We can have a sound basis for industrial peace only 
if and when the employers accept the fact that their par- 
ticular and most important job is to learn how to live 
with the unions and how to deal with the unions.” 


* 


“As the system of private enterprise is internationalist 
in character by its very nature, it cannot flourish in a 
world of economic warfare. To keep the system we must 
have real peace. And if we want real peace, we must avoid 
like the plague all the devices of totalitarianism.” 


aa 


“ ..if we as individuals are to turn over to the govern- 
ment our obligation to produce something, to do our part 
of the job of achieving security for ourselves and our 
families, I fear that inevitably we shall also turn over to 
the government a large part of our individual liberties and 
freedom.” 


> 


“Despite all the professions of virtue about our demo- 
cratic system and despite the pride the American people 
take in their willingness to accept the judgment of courts 
in private lawsuits, no machinery representing the public 
interest exists to proclaim who is right or what is right 
in a labor-management dispute.” 


> 


“When food is mass produced in chemical factories and 
taken with a sip of water in tabloid form, the nation will 
still have to maintain a few family farms for the education 
of future Presidents of ‘the United States. Certainly, in 
the case of Jackson and Lincoln it taught two great 
leaders to keep their feet on the ground.” 


> 


“The democratic countries have finished their first task 
of liberating all countries from domination by reactionary 
forces. The people of these countries and of the rest 
of the world must see to’it that they do not again pass 
under a domination of fear created by the very weapons 
that gave them mastery. They will need all their intelli- 
gence and political wisdom from now on to conquer 
themselves.” 


a 


“Any assumption that postwar lighting is due for a de- 
cline fails to recognize the fact that 85 per cent of our 
old industrial areas are inadequately lighted according to 
present-day standards. Three billion feet of industrial 
areas will be inadequately illuminated after the war. If 
these areas are brought up to standard and lighted 2,000 
hours per year, it will mean an increase of 6,000,000,000 
kilowatt hours per year. This increase at a unit cost of 
one cent means an annual increase of $60,000,000,000 in 
gross revenue for the electric utility industry.” 





4 E the Switching Equipment 


SPECIALIST 


Along with the many years experience in solving 

the problems of switchgear manufacturing, R&IE has 
concentrated much of its attention on 

Metal Cubicle Work. Switch and bus 

terminal cubicles have been made to ac- 


commodate every condition for many years. 


A more recent development is the 
Interrupter Switch Cubicle as shown below. 
These are used as a high speed interrupter 
device at a distribution load center or as 


part of a transformer unit. 





Beow is shown one of the 

many production lines 
of interrupter switch and 
pothead cubicles. 
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OIL and 
AIR FILLED 
INTERRUPTER SWITCHES 


can be furnished with or without fuses, 
with any type of cable entrance. 


WAY AND INDUSTRIAL ENGINEERING CO., GREENSBURG, PA. 
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C-E Steam Generating Units with Adjustable 
Furnaces have an Aggregate capacity of 
12,500,000 bb. of steam per 


hr. more than 70% of this capacity is 
now in service. 


COMBUSTION 
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FURNACE 


ITH present-day demands for constant 
W occa temperature over a range of 
ratings, the problem of both the designer and 
operator has been a difficult one. Economic 
considerations have dictated the use of high 
capacity boilers capable of taking wide load 
swings, with corresponding variations of gas 
temperatures entering the superheaters, while 
turbine requirements closely limit the permis- 
sible variations in superheat temperature. 

In a great many plants a further complica- 
tion has been introduced by the necessity of 
using coals of low ash fusion temperature 
which tend to create serious slagging condi- 
tions at the top of the furnace, especially at 
the higher loads. Although the use of by-pass 
dampers and desuperheaters have been of con- 
siderable aid in meeting the problem of super- 
heat control, they do not provide an answer 
to the problem of maintaining the desired 
margin between upper furnace gas tempera- 
tures and the fusion temperatures of the ash. 

Obviously if some means could be found 
for varying the amount of heat-absorbing sur- 
face in the furnace or otherwise controlling 
furnace heat absorption, it would be possible 
to control gas temperatures entering the boiler 
and thus strike at the root of the whole prob- 


s 


lem. In other words, what is needed is ari 
“adjustable furnace.” 

In effect this is just what Combustion Engi- 
neering achieves with its “Vertically Adjust- 
able Tangential Burners.” The illustrations 
show how the operator can raise or lower the 
flame body over a considerable distance to 
make selective use of more or less furnace heat 
absorption surface and thereby effect wide 
range control over the gas temperatures leav- 
ing the boiler. Test results in one installation 
have shown that with the burner nozzles 
tilted from —24 to +-24 degrees, the variation 
obtainable in gas temperatures at the top of 
the furnace ranges from 215 F at half load to 
165 F at full load. 

Thus, C-E Vertically Adjustable Tangential 
Burners provide two important advantages: 


(1) primary, wide range control of 
superheat temperature 


(2) substantial control over slagging 
conditions 


These advantages are obtainable regardless of 
coal quality or load variations. 

Since Vertically Adjustable Burners enableé 
the operator to control furnace heat absorp- 
tion just as though he were able to increase or 
decrease the size of the furnace at will, they 
provide, in effect, an “adjustable furnace.” 


A908 


KNGINEERING 


200 MADISON AVENUE 


NEW YORK 16, N. Y. 
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EGRY penny many — enable peg mye A to 
write more forms in less time because they elimi- 
pot A tye Ae es mel DAY myn nate interleaving and removing loose forms and 
struction or operation, and with Egry ‘Coctinuses — a many er time-consuming 
Forms, practically doubles the output of the oper- 
ator since all her time becomes productive. 


EGRY TRU-PAK speeds the writing of all hand- EGRY ALLSET FORMS are individually bound sets, 
written records. Eliminates mistakes and assures interleaved with onetime carbons for immediate 
positive control over all recorded transactions. use for either typed or handwritten records. 





I et eee ee 





EGRY BUSINESS SYSTEMS 


@ Writing more initial records in less ence of new clerks. Investigate Egry 


time is only one function of Egry Business Systems for your own busi- 
Business Systems. Equally important ness. Literature containing complete 
is the control they give users over all information will be sent on request. 
recorded transactions, and the fact Or a practical demonstration may be 
that they eliminate mistakes caused arranged at your convenience. There 
by carelessness, thoughtlessness and _ is no cost or obligation. Dept. F-1122. 
temptation. Many utility companies 

have found in Egry Business Systems Wihin ltr ; 5 

the answer to such perplexing prob- 

lems as scarcity of help; shortage of with EGRY 
business machines and the inexperi- BUSINESS SYSTEMS 


THE EGRY REGISTER COMPANY, Dayton 2, Ohio 
EGRY CONTINUOUS FORMS LIMITED, King and Dvufferin Sts., Toronto, Ontario, Canada 
Egry maintains sales agencies in all principal cities 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








CINVEKDS 


MARSHY SOIL 
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Transite Ducts, ——— " ae 
to rust and rot, actually 
get stronger with age 





ERE’S a ductway which effectively encased in Transite are cooler cables be- 
withstands the corrosive action ofall cause this inorganic material dissipates 
sof soil normally encountered in cable heat more rapidly than ducts with an or- 
allation. ganic content. Thus cable life is lengthened. 


is advantage of Transite Ducts is The permanently smooth bore of Trans- 
wn in a series of tests conducted over ite Ducts makes long cable pulls easy and 
jo-year period by an independent re- speeds up replacements. These ducts come 
ch agency. Through cinder fills, salt jp long, lightweight lengths, easy to han- 
shes, peat bogs, clay, loam and many je and install. 
er aggressive soils, laboratory men 
nd that these asbestos-cement ducts 
wally became stronger, more durable For details, write for Data Book, ‘’ 
h age. DS410, Johns-Manville, 22 E. ’ 
an added factor, underground cables 40th Street, New York 16,N.Y. BP S@} 


* * * 
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HYDRAULIC TURBINES 
and 


ACCESSORY EQUIPMENT 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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® Here’s a way to make old trucks look new 
—quick. Drive them to your International 
Truck Branch or Dealer and say, “I want 
an Appearance Reconditioning Job done on 
these fellows.” 


And you'll get it, because sheet metal and 
other materials that were out because of the 
war, are back. You'll get perfect fitting new 
International fenders, radiator grilles, hood 
sheets, doors, glass, hardware, headlights, 
bumpers, bumper guards and seat cushions— 
just what you want to put your trucks in 
shape and step-up trade-in value. 

The costP Not great. The result? Mar- 


velous—trucks that look new, and that have 
increased trade-in and sales value. 


-B 
INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Ave. Chicago 1, Ill. 
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Act now. ‘Truck production has increased, 
but it will take many years to meet the de- 
mand. Get your trucks “Appearance Recon- 
ditioned” by your International Truck Branch 
or Dealer. 





GET THESE TOO 


Hot Water Heaters and Defrosters 

Seat Covers 

Elston Electric Road Sanders 

Saf-T-Step 

SOS Fire Guard 

Whiz Automotive Chemicals 

Spot Lights, Fog Lights, and Driving Lights 

Clearance Lights, Flags, Flares, Directional 
Signais and other Safety Devices 











(ae 
(INTERNATIONAL) 


NTERNATIONAL 7rucks 
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MERCOID 
CONTROLS 


a 


{ 


The only /00% Mercury Switch eguipned controls, 
They assure better control performance and longer control life. 


Industry is now going full speed ahead 
in the process of reconversion, but not 
without its problems, involving labo: re- 
adjustments and certain limitations on 
essential materials that are governed by 
the demands on available supplies. 


Every effort is being made to provide for 


the ever increasing demand for Mercoid 
Controls. 


The cooperation of the trade is solicited 
in making known their probable require- 
ments, thereby facilitating in the pro- 
duction plans to the mutual advantage 
of all concerned. 


THE MERCOID CORPORATION + 4201 W. BELMONT AVENUE + CHICAGO: 41; ILLING 


Manufacturers of Automatic Controls for Heating, Air Conditioning and Various Industrial Applicali 
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HE review magazine of current opinion and 

news relating to public utilities. Conducted 
as an open forum for the frank discussion of 
both sides of controversial questions—eco- 
nomic, legal, and financial; also gives trends in 
the present-day control of these companies— 
governmental competition—state and Federal 
regulation. 3 
| Issued every other Thursday—26 numbers a 
year—annual subscription $15.00. 
] The only magazine furnishing current and 
vital information on all subjects involving the 
financing, operation, and management of pub- 
lic utilities under governmental regulation and 
competition. 








¢ q Christmas Gift of unusual value and current 


stimulation to all persons holding positions with, or having 
a financial interest in, public utilities. Especially this year, 
former junior executives returning from war fronts to the 
utility business would find this publication an excellent 
rehabilitation medium. A remembrance that will constitute 
a fortnightly reminder of your esteem and thoughtfulness 
throughout the year 1946. 








Christmas Order Form ey 
PUBLIC UTILITIES FORTNIGHTLY 


1038 Munsey ‘Building, Washington 4, D. C. 


Please forward, prepaid, to the following, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning January, 1946. 


Name 
Address 








Charge to and bill 








Date Accepted 
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FOR YOUR 
POSTWAR METERS 


THE REGISTER 
FITS THE TRIDENT 


HINK what this means in terms of saving money 

and labor. Using Tridents, you haven’t spent dol- 
lars or wasted space on a large and varied stock of 
Registers of different types and vintages. The man at 
the bench simply picks any Trident Register from a 
small stock .. . no time wasted searching . . . no error in 
selecting . . . quicker repairs . . . better testing. For any 
Trident Register is interchangeable with any other 
Trident Register made for a given size Trident Disc 
Meter. The same principle applies to the Trident Gear 
Train and Disc Chamber. Reduced parts-cost is only 


one of many results of Trident Interchangeability. 


NEPTUNE METER COMPANY * 50 West 50th Street'e New York 20, N.Y. 
Branch Offices in CHICAGO. SAN FRANCISCO, LOS ANGELES, PORTLAND. ORE., 
DENVER, arty BOSTON. 
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CRESCENT 


Steel Anmored 


PARKWAY CABLE 


Gor Direct 
Earth Installation 


The easing of Government restrictions on the use 
of lead for cable sheathing makes CRESCENT 
Parkway Cable again available in all voltage 
ranges from 600 to 5,000 volts with rubber insula- 
tion, and 600 to 15,000 volts with 'Varnished Cam- 


bric insulation. 





ae 
The two layers of Flat Steel Tape Armor which 
protect the lead sheath, afford maximum protec- 
tion and long life. When buried in the earth no 
additional protection is needed. 


These cables are extensively used for underground 
street lighting circuits, railroad yard lighting, signal 
and control circuits, airport power and lighting 
circuits, and in industrial plants and mines. 


Type RLJFJ is shown here. All other standard types 
can also be furnished. 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


@ CRESCENT 


WIRE and CABLE 
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Today, industrial electronics is opening new opportunities 
for load-building electrification. Management is looking to 
electronics as a key to greater productivity. Industrial people 
—from top management down—are hungry for information 
about its peacetime applications. 

Now your power-sales staff can move into a position of up-to- 
the-minute leadership in this field. By means of this new, talk- 
ing-slidefilm course, they can be trained to give practical assist- 
ance to customers—to understand the problems and talk the lan- 
guage of electronics, as applied to hundreds of industrial tasks. 

In addition, you can use this course to bring together in in- 
structive sessions the engineers and elec- 
trical men whose good will means the most 
to you in the plants of your customers. 

Visualized for easy understanding, even 


These Are the 12 Subjects of Indi- 
vidual Films and Lesson Books 


. Harnessing the Electron 

. Electronic Tubes as Rectifiers 

. Grid Control of Electronic Tubes 

. Fundamentals of Electricity, Part | 
. Fundamentals of Electricity, Part Il 
. Electronic Relay Systems 


by non-technical people, the course is so 
‘“packaged’’ that sessions can be conducted 
easily by ‘‘home-talent’’ instructors. Iti 
comes complete with 12 slidefilms andj 
records, 300 review books, an instructor's 
manual, and carrying case. Price of theseil 
kits (offering No. 3 in the More Power tom 


 Mestvente Restner Savipment America program) is $100. Just call your 

- Thy-mo-trol (Thyratron Motor Con- local G-E office or send order direct of 
trol) Drive Apparatus Dept., Sec. 301-123, General 

. Electronic Control of A-c Power Efeeric Company, Schenectady 5, N. Y. 

. Electronic Frequency Changing 

. Photoelectric Systems 

. Electronics, Today and Tomorrow 


This co-operative long-range plan to accelerate further elec- % 
trification of industry and farming is now moving forward on 
three fronts: 
Dozens of utilities are furthering Machinery 
their programs of power-sales 
training and field promotion with the with G.E. in preparing additienal motion 
_ visual cids now available on laundries, pictures and handbooks te help your 
electronic heating, and industrial sales i lectrificati 


electronics. more effectively. 








If you want more information on “‘More Power to America,” call your local G-E representative. 
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Your Gas 


+ 


ws Vi a; 
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| ACTIVATED” 
v. a 
“41-3 * 


=Profitabd be Results 


Because you get maximum sulphur removal per 
pound of oxide. Lavino Activated Oxide is 
made especially for maximum activity and 
capacity, maximum trace removal and shock 
resistance. Comparing cost, performance and 
savings, we believe Lavino Activated Oxide has 
no close rival. 


For more information about its remarkable 
record, just write a note on your letterhead to 


E. J. LAVINO AND COMPANY 
1528 Walnut St., Philadelphia 2, Pa. 








DAVBY TREE TRIMMING SERVICE 


1923 


JOHN DAVEY 
Founder of Tree Surgery 


DAVEY 


TrEE TRIMMING 
FOR 


Ling CLEARANCE 
Always use dependable Davey Service 


DAVEY TREE EXPERT CO. 


DAVEY TREE SERVICE 


KENT, OHIO 





Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large + of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


5 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple, Also bus sup- 
ports—various types. 


i 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type _ terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, — 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 


COR DUCTORNR 2 ee oe ee 


Elbows, with compression units 
giving a dependable grip on both con- 
tors. Also Straight Connectors and 
Tees with same con- 

tact units. 


Type Straight Gonneniess 
educers, Elbows, Tees, T 
minals, Stud Connectors, etc. 
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IN THE 


Top off your good work on your 
dondhng chovtag in ts Visio tae 

owing in the Victory 
—our last all-out effort! 


Back the bay ew | Loan to help 
bring our boys back—and give our 
wounded heroes the best medical 
care. You know your quota! You also 
know by past war-loan experience 
that your personal effort and plant 
solicitation are required to make 


your quota! 


Sell the New F. D. Roosevelt 
Memorial $200 Bond through 
your PAYROLL SAVINGS PLAN! 


| | ees 


ee WITH YOUR Mos; 


VICTORY LOAN ! 


In rallies, interdepartmental contests, 
and solicitations, promote the new 
Franklin Delano Roosevelt Memorial 
$200 Bond! Better than “cash in 
hand,” Victory Bonds enable buyers 
to build for the future! 


Keep on hag l a Ss 
the Victory Yoon! All 


deductions during sedges oe Tbe. 
cember will be credited to > Na 
Every Victory Bond isa * ou’ 
to our battle-weary isa “th Get behind 
the Victory Loan to promote peace- 
time prosperity for our returning vet- 
erans, your nation, your employees 
—and your own industry! 


The Treasury Department acknowledges with appreciation the publication of this message by 


PUBLIC UTILITIES FORTNIGHTLY 


This is i U. S_ Ti red under of 
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he many and varied uses of 


six are presented here to show 
ind of jobs Consolidated Steel 
pared to help you plan and 


ir construction plans call for pre- 
steel fabrication, Consolidated 
is ready to offer you capable, 
bdiate service. Address Consolli- 
1Steel Corporation, Los Angeles 
alifornia; or Orange, Texas. 


nsolidated 
Steel 


FABRICATORS 
ENGINEERS 
CRAFTSMEN 


IRS IN THE WEST AND SOUTH 
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INFALLIBLE conte.» nndstonnipn 


"Sealdport" lubrication insures easy 
turning, positive seal, seat protection, 
resistance against corrosion and erosion. 


NORDSTROM. LUBRICATED VALVE: 


MERCO: NORDSTROM VALVE COMPANY 


A Subsidiary of Pittsburgh Equitable Meter Co. 


Main Offices: 400 Lexin Ave., Pittsburgh 8, Penna. Branches: Atlanta, Boston, Chicago, Houston, Kansas City, Let 
os say ember eg 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 





OF BILL ANALYSIS 


LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your post-war rate and pro- 
motional programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 











Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 


Chicago Detroit Montreal 
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This unusual night scene 
300,000 Ib-per-hr Elliott 
heater at the Harvey Couch § 
of the Arkansas Power & Lig 
pany. The deaerating heater, 
from any point, is a striking 
of the plant’s modernity. 


LIKE A SENTINEL, against the sky, stands the Elliott deaerd 
heater. It is a sentinel, for its unceasing purpose is to guard the 5 
by removal of corrosion-causing oxygen from boiler feedwatd 
protects boiler tubes, piping, valves, pumps — all water-han< 
equipment. And while giving this protection, it also provides 

water heated to the temperature of saturated steam. Night and 
this process goes on, quietly, automatically, with no fuss or tro 


Thousands of plants large and small have used deceration $ 
Elliott engineers pioneered its development some years ago. 
pioneering is still going on —in more and more efficient and 
nomical applications, in the closer fitting of Elliott deaerating h 
to specific conditions. You will find it interesting to discuss 
deaeration problem with Elliott engineers. 


ELLIOTT COMPANY, DEAERATOR & HEATER DEPT., JEANNETTE, 
Plants at JEANNETTE, PA. * RIDGWAY, PA. © SPRINGFIELD, O. « NEWARK, 
DisTtricf#T OFFICES IN PRINCIPAL citi 
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1 Pacific Coast Electrical Association will hold meeting, Fresno, Cal., Dec. 7, 8, 1945. 





4 Mid-Southeastern Gas Association starts session, Raleigh, N. C., 1945. 





1 Federal Power Commission will resume hearings in natural gas investigation, Dallas, 
Tex., Dec. 10, 1945. 





b | Gogriess Society of Mechanical Engineers starts annual meeting, New York, N. Y., 
945. 





{ General Electric starts “Victory Lighting Jubilee,” New York, N. Y., 1945. +) 





{ American Water Works Association, Four States Section, will convene, Baltimore, Md., 
Dec. 13-15, 1945. 





{ American Bar Association will hold meeting, Cincinnati, Ohio, Dec. 17-20, 1945. 





¥ National Metal Exposition will be held, Cleveland, Ohio, Feb. 4-8, 1945. 





q{ Investors Fairplay League convenes, Chicago, Ill., 1945. 





+7 DECEMBER z 











{ National Association of Corrosion Engineers will hold annual meeting, Kansas City, 
Mo., May 7-9, 1945. 





{ Canadian Gas Association will hold annual convention, Murray Bay, P. Q., Canada, 
June 18—21, 1945. 





1 Society Automotive Engineers opens national air transport engineering meeting, 
Chicago, U., 1945. 





{ National Association of Railroad and Utilities Commissioners starts annual 
meeting, Miami Beach, Fla., 1945. 





7 {uteagtere Be oats Ex of Mane e, Commercial Section, convenes, Atlanta, Ga., 1945. 
I National A acturers starts meeting, New York, N. Y., "1945. 
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Elsie Hafner, N. Y. 


Courtesy of Midtown Galleries 


Shipbuilding 


By Donc KINGMAN 
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Selling Utility Companies 


To Their Stockholders 


The vehicle for doing that job is, in the opinion of 
the author, the stockholders’ report and he outlines 
what he believes it should contain. 


By HAROLD H. YOUNG 


Susi as it may seem, public 


utility companies often overlook 

a necessary piece of selling—that 
of “selling themselves” to their own 
stockholders. The accepted vehicle for 
doing this job is the stockholders’ re- 
port. In recent years public utility com- 
panies have improved these reports 
greatly, evidencing a desire of the re- 
sponsible executives to make them in- 
teresting and helpful. The idea of this 
article sprang from a conviction that 
still further constructive changes 
would be made if there were a more 
general realization as to what items the 
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users of these reports seek in them. 
Many times their search is rewarded— 
often it is in vain. 

A question which might be raised 
at the outset is: For whom should the 
reports be written? The plea of this 
writer is to put together the facts and 
figures which a competent and experi- 
enced investment analyst needs to pass 
judgment on the progress and achieve- 
ments of the company. Utility execu- 
tives will not quarrel with the idea that 
the institutions and the private in- 
vestors with large holdings are desir- 
ous of full reports. They may feel that 

NOV. 22, 1945 
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the small investor is not so much in- 
terested or concerned. Such an idea 
may have been fostered by polls taken 
by certain public relations agencies, 
conveying the impression that great 
detail is not desired. However, if the 
small investor does not wish particu- 
larly for a complete report, it is safe to 
say that he is looking to some invest- 
ment banker, broker, or investment 
counselor to give him advice on his 
holdings. This adviser certainly is en- 
titled to the facts necessary to form an 
intelligent opinion. Accordingly, a 
presentation of the viewpoint of the 
people who give much of their time 
to the analysis of public utility securi- 
ties may not be out of order. 

Perhaps some executives may ask: 
Are stockholders people? The answer 
is definitely in the affirmative and the 
man who writes the report might well 
try to picture himself sitting across the 
desk from a stockholder who had 
dropped in to be brought up to date on 
what has been happening. Let the ex- 
ecutive put in the report a factual and 
sympathetic account of what has taken 
place in the affairs of the company. 
Too many reports are cold-blooded, 
impersonal, dull, and uninteresting. 
Let there be no doubt that stockhold- 
ers are vitally interested in whatever 
affects the position of and prospect for 
their company. 


i addition to a report on what has 
taken place, it is entirely in order 
for the executives to pass along some 
ideas as to what appears to be ahead 
‘ which may affect the company either 
favorably or unfavorably. This can be 
done without putting the report writer 
in the position of making either out- 
right commitments or predictions. 
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Stockholders are realistic and they like 
to face the situation as it is. For this 
reason there is no occasion to write a 
Pollyanna report, exuding only confi- 
dence and optimism about what is 
ahead; on the other hand, there is no 
need to put a black border around every 
page and bring in‘all the negative fac- 
tors which can be conjured up. A good 
middle course is the ideal one here. 
Stockholders especially like to get some 
definite ideas as to what may make 
business better or worse, expenses 
higher or lower, operating results more 
or less satisfactory. The tactful execu- 
tive can give some pretty good ideas 
along this line and still not “stick his 
neck out” by going into the realm of 
prophecy. 
Not only should the reports contain 
‘a fairly detailed chronicle of the af- 
fairs of the company itself, but the 
company should also keep its stock- 
holders informed on developments in 
its territory. This applies with particu- 
j lar force to the smaller companies and 
companies with a large number of 
stockholders outside of their respective 
service areas. People realize pretty 
generally that the prosperity of a util- 
ity company is very directly dependent 
on the prosperity of the territory which 
it serves. 


it many respects the American peo- 
ple—especially the generation old 
enough to be investors—are surpris- 
ingly provincial. The ideas of many 
people in the investing centers of the 
East are vague, indeed, about the Mid- 
dle West, Southwest, and Far West, 
particularly the sections off the beaten 
paths. There are people in the East 
who will have no part of anything 
south of the Mason and Dixon Line or 
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west of the Mississippi river. Let them 
not fool themselves, however, for their 
feelings may be reciprocated. The 
writer chatted with a business friend 
in Kansas City who asserted he had 
never gone east of Chicago and never 
wanted to. Then in a meeting on the 
Pacific coast a colleague specializing in 
railroad securities boasted of a new 
train which would make a fast, direct 
run from Los Angeles to Boston in 
the postwar period, only to have some- 
body in the audience call out : “But who 
would ever want to go to Boston?” So 
it goes. 

The heads of the smaller companies 
ought to recognize that neither their 
companies nor the territories they 
serve are often in the newspapers and 
they should be alert to the special need 
for a good story to be presented. Maps 
of the territories are always helpful 
and some companies have done out- 
standing jobs in making these attrac- 
tive and instructive, including on the 
map some representations of the 
sources of income in the area. Inci- 
dentally, it always is good to get across 
the idea of diversification of business 
as much as possible. People are sus- 
picious of an area which they feel is 
tied closely to one industry or one 
product and any material which helps 
convince that the company draws on 


diversified activities in its territory will 
be reassuring. 


Fe yrhags point to be emphasized is 
that companies ought to make 
some form of a report to their share- 
holders at_least quarterly. Certainly, 
there should be an end to the practice, 
which some companies still follow, of 
releasing information only once a year. 
Twelve months is a long period to 
elapse between accountings of steward- 
ship on the part of the executives of a 
business. Many progressive companies 
send earnings reports for publication 
in the newspapers and statistical serv- 
ices as frequently as every month. 
Every three months certainly is not 
too often to report to stockholders, not 
only with financial statements but with 
some story as to developments of in- 
terest. The mailing of a quarterly divi- 
dend check is an occasion which many 
companies use to get facts and figures 
before their stockholders and very 
good work has been done in a number 
of instances in developing an interest- 
ing and enlightening form of quarterly 
report. 

Many companies are mindful of the 
eye appeal of their annual reports. A 
good printing job is so obviously es- 
sential as hardly to require mention- 
ing. More than this, however, the com- 


7 


fairly detailed chronicle of the affairs of the company itself, 


Q only should the [stockholders’] reports contain a 


but the company should also keep its stockholders informed 
on developments in its territory. This applies with particular 
force to the smaller companies and companies with a large 
number of stockholders outside of their respective service 
areas. People realize pretty generally that the prosperity of 
a utility company is very directly dependent on the prosperity 
of the territory which it serves.” 
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pany may very well cater to the pride 
of ownership which a stockholder likes 
to feel by sending him a report which 
has been done attractively and in good 
taste. This should not be construed as 
saying that anything lavish or unduly 
expensive is necessary; merely that a 
little planning and extra pains will do 
a lot. Photographs of company prop- 
erty and of points of interest peculiar 
to the company’s territory are sure to 
be well received. 


A that has been mentioned so far 
pertains to the background ma- 
terial. Of course, the real meat of the 
report, so far as an analyst is concerned, 
is found in the financial statements and 
statistical information. Everything 


that the reader of the report might rea- 
sonably wish for is prepared by the” 
company in the ordinary course of 


business and little extra trouble or ex- 
pense would be involved in passing it 
along. Certainly, the management 
should not feel that it had to protect it- 
self by withholding information. A 
public utility company is engaged in a 
noncompetitive enterprise so it does not 
have to fear about figures falling into 
the hands of somebody who might 
learn about their costs, volume of busi- 
ness, or other items which are often 
considered trade secrets among indus- 
trial enterprises. Furthermore, most 
utility companies file complete reports 
somewhere which are open for public 
inspection and if facts can be obtained 
freely by anybody who wants to make 
a search, why not make them available 
to the stockholders without the neces- 
sity of taking the time and expense to 
dig them out? 

The financial statements should al- 
' ways be on a comparative basis. The 
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best clue as to the direction in which 
any business enterprise is headed is ob- 
tained by making a comparison of one 
fiscal period with the one which pre- 
ceded it. Here again, it is something 
that the stockholder can do for him- 
self by referring to the statistical man- 
uals but why not give him a break by 
permitting him to make the compari- 
son with the report right in front of 
him ? 


HE necessity for comparative 
statements refers as much to the 
balance sheets as to the income ac- 
counts. For some reason, many compa- 
nies publish their income accounts on 
a comparative basis but show only a 
single balance sheet in their report. 
This writer would like to plead most 
strongly for comparative balance 
sheets ; that is, a balance sheet as of the 
preceding year end to appear side by 
side with the current one. A balance 
sheet gives a picture of the financial 
position of a company as of a given 
date. However, without the preceding 
balance sheet for comparison, the read- 
er of the report does not get an idea 
of what changes have taken place in the 
position of the company during the 
year. Property additions, changes in 
working capital, debt increase or re- 
tirement, changes in reserves—all these 
and many other things can be worked 
out as the eye runs down the page; but 
with only one balance sheet before him, 
the analyst is very much in the dark as 
to what the year has brought forth. 
Some companies go further and 
publish tabulated financial material for 
an extended period—some of them 
showing as much as ten years. This is 
received with a great deal of favor by 
those who have occasion to study the 
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Quarterly Reports to Stockholders 


“.. . companies ought to make some form of a report to their share- 
holders at least quarterly. Certainly, there should be an end to the prac- 
tice, which some companies still follow, of releasing information only 
once a year. Twelve months is a long period to elapse between account- 
ings of stewardship on the part of the executives of a business. Many 
progressive companies send earnings reports for publication in the news- 
papers and statistical services as frequently as every month.” 





affairs of a company, and the conven- 
ience of having material for a number 
of years all presented in one spot is 
great, indeed. 


| geen income statements should 
always include earnings figures on 
a twelve months’ basis as well as for 
the fraction of a year which the report 
covers. The seasonal variation of the 
utility business makes it impossible to 
get a correct picture from a report for 
only part of a year, except as such state- 
ment is comparative and a trend may 
be noted. However, if a stockholder 
wants to get an idea of coverage of 
fixed charges, number of times pre- 
ferred dividends earned, or earnings 
per share of common stock, nothing 
will serve his purposes but a twelve 
months’ statement. If the company 
publishes the statement for only a frac- 
tion of a year, a hunt must be made to 
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get the figures for the latest calendar 
year; then the new figures must be 
added and the old figures subtracted 
for the interim period to give a syn- 
thetic statement for twelve months and 
even then the analyst may be doubtful 
as to the reliability of his figures. In- 
cidentally, interim balance sheets are 
just as desirable as interim earnings 
statements. These are helpful in giving 
latest data as to debt outstanding, fi- 
nancial position, and a dozen other 
items about which information is 
wanted more than once a year. 

In showing comparative statements, 
be they financial reports or statistical 
tables, care should always be taken to 
arrange the columns so that the most 
recent year’s figures are on the left and 
those for the earliest years are on the 

{ 
right. This method of arrangement is 
universally adopted by the statistical 
manuals, and people who work all the 
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time with reports often assume this ar- 
rangement is followed and do not 
bother to look at the dates in the col- 
umn headings. This can lead to a minor 
disaster if it develops that a company 
has not followed conventional proce- 
dure but has put the earlier year on the 
left and the later on the right. More 
than one company has been known to 
put out a report in which some of its 
tabular material runs from right to left 
and similar material in another part of 
the report runs from left to right. A 
little care in the preparation of the re- 
port will avoid inconsistencies of this 
nature. 


HE breakdown of items in both 

the balance sheet and income ac- 
count should be fine enough to give 
data necessary for a complete picture. 
In the income account the departmental 

| segregation of operating revenues is a 
|“must.” If this segregation were car- 
ried further and shown for net operat- 
ing income as well, it would be an an- 
swer to the analysts’ prayers. This par- 
ticular information is always included 
in the reports which the companies pre- 
pare for the insurance companies, so 
here again the question arises as to why 
the material might not be given directly 
to the stockholder instead of making 
him chase around the block to locate it. 
Of course, maintenance and depre- 
ciation should always be shown as 
separate items and purchased power or 
purchased gas ought to be segregated 
from other operating expenses. This 
| latter breakdown is necessary because 
of the conventional procedure of de- 
ducting purchased gas or electricity 
from operating revenues in relating de- 
preciation and maintenance to that item 
for determination of the adequacy of 
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these charges. Incidentally, this is more 
than just a rule of thumb because many 
bond indentures now make provision 
for just this sort of figuring. No doubt 
should be left as to the nature of in- 
come deductions, especially amortiza- 
tion items which might convey any 
number of different impressions if they 
are not carefully labeled to avoid con- 
fusion. 


_ apparently is in sight. for 
some of the tax problems which 
have been keeping corporation treas- 
urers awake nights. However, so long 
as present complexities exist, every ef- 
fort should be made to present a clear 
picture as to taxes. Property taxes and 
other taxes levied by state and local 
authorities should be segregated from 
Federal taxes. The latter item, in turn, 
should be so subdivided as to show 
separately the normal taxes and sur- 
taxes in one item and the excess profits 
taxes in another. If a company is not 
subject to excess profits taxes, this fact 
ought to be clearly stated and not left 
to the imagination of the person who is 
reviewing the report. Abnormal tax 
savings growing out of refundings, ac- 
celerated amortization of war facili- 
ties, or from whatever source, should 
be indicated clearly. There is a wide 
divergence in the methods of handling 
items of this sort and the present article 
is not written with the idea of settling 
any controversial accounting issues. 
It would, however, seem as if a con- 
servative presentation would permit 
analysts to figure out what taxes would 
have been paid if there had been no 
abnormal savings. Some companies 
which are a part of a holding company 
system and which file a consolidated 
return with their parent company in- 
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dicate the extent of the savings which 
they enjoy from filing such a return. 
This information is especially helpful 
if there is a chance that the company 
may be cut loose at some future date 
and will be faced with the necessity of 
filing returns on a separate company 
basis. 


|B peteceraneneg is a live issue and 
one on which any intelligent 
stockholder wants to be informed. 
Enough information should be given 
so that a stockholder can form an idea 
as to whether the current charge is ade- 
quate. One of the most helpful clues is 
to know what depreciation is charged 
for income-tax_purposes. If the depre- 
ciation reported to the Internal Reve- 
nue officials is substantially different 
from the figure in published reports, 
the stockholders should know the fact 
and a word of explanation would ap- 
pear, also, to be in order. Any charges 
for the amortization of plant acquisi- 
tion adjustments should be shown 
separately, as such, and not lumped in 
as a part of the depreciation charge. 
Looking for a moment at the bal- 
ance sheet, it is highly essential that 
no doubt be left as to how the plant ac- 
count is carried. The investing public 
is becoming conscious of the “original 


cost” concept; and if the plant is car- 
ried on any other basis, the fact should 
be made plain. In making this asser- 
tion, it is not intended to engage in any 
argument as to whether or not regu- 
latory authorities are on sound ground 
in their insistence upon “original cost.” 
The facts of the case are that the pre- 
vailing sentiment among the commis- 
sions is in favor of accounting on the 
“original cost” basis and the stock- 
holder wants to know where he stands. 
Plant acquisition adjustments and 
similar items should be carefully segre- 
gated in the balance sheet and the foot- 
notes ought to make clear what sort of 
a program the company has for their 
amortization. If the company is under 
no compulsion to carry on an amortiza- 
tion program, that fact should be stated 
rather than leave the matter uncertain. 
Of course, intangibles should be shown f 
independently. In a combination com- 
pany, a departmental subdivision of 
the plant account is very helpful. 


HE nature of deferred charges, if 

they are at all substantial, ought 
to be made plain. There is a little temp- 
tation to make that heading of the bal- 
ance sheet something in the nature of 
a catchall and to combine some items 
which are really unrelated. Similarly, 
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gent stockholder wants to be informed. Enough informa- 


q “DEPRECIATION is a live issue and one on which any intelli- 


tion should be given so that a stockholder can form an idea 
as to whether the current charge is adequate. One of the 
most helpful clues is to know what depreciation is charged 
for income tax purposes. If the depreciation reported to the 
Internal Revenue officials is substantially different from the 
figure in published reports, the stockholders should know the 
fact and a word of explanation would appear, also, to be in 


order.” 
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on the other side of the balance sheet 
the item of reserves ought to be broken 
down so that it is obvious as to the na- 
ture of the major items. 

Among the liabilities, items of debt 
should be plainly enough labeled so a 
schedule of the funded debt can be re- 
constructed from the balance sheet. 
Early maturities are, of course, often 
included among current liabilities— 
and properly so—but sometimes they 
lose their identity so the analyst is not 
quite sure as to whether the listings un- 
der current liabilities represent a part 
of the funded debt or some other type 
of borrowing. 

A statement of the source and ap- 
plication of funds at some point in the 
report would be welcome although this 
particular item should be characterized 
as helpful rather than indispensable. It 
does show at a glance just how the 
company has been able to meet its fi- 
nancial requirements for the year and 
what has become of its items of re- 
ceipts. Somewhere in the report there 
should be an analysis of gross and net 
expenditures for property additions 
and some statement about the budget 
for new construction. 


pee companies still have much 
room for improvement in respect 
to operating statistics. This is an item 
for which analysts are really hungry. 


Detailed information about sales, 
broken down by departments and 
shown in terms of both dollar amount 
and physical volume, is essential. This 
breakdown should always make plain 
the distribution as between domestic 
business, commercial, industrial, and 
other classifications. The record of 
number of customers is always looked 
for. Sources of power or gas should be 
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shown and many people like to have 
details of generating capacity. Any- 
thing which throws light on rates is 
helpful for investors realize that if 
rates are out of line, trouble may be 
ahead. 

Considering for just a moment the 
reports of holding companies, there is 
almost universal demand that their re- 
ports include a statement of the sources 
of parent company income (interest 
and dividends) detailed by subsidiar- 
ies, together with a statement of the 
equity in earnings of subsidiaries. This 
is public information because it can be 
obtained from reports to the SEC, 
Again, why not make it easily and di- 
rectly available to the stockholders ? 


fi, re may be raised by a 
reader of this article to the effect 
that foregoing suggestions entail ad- 
ditions to material at present carried 
in the report, making it more expen- 
sive and burdensome to prepare. The 
question may be asked: Are there no 


‘corners that can be cut ? The answer is 


often : Yes. Too many companies waste 
space in their reports by rehashing in 
words in the text of their report infor- 
mation available at a glance from the 
figures in the financial statements (if 
those statements are set up along the 
lines suggested). There seems to be no 
need to bring a lot of figures into the 
text of the report, except as comments 
may be helpful in discussing the year’s 
operations. It seems unnecessary also 
to use space in the annual report to 
show detailed provisions of the out- 
standing securities (such as redemp- 
tion prices, sinking-fund provisions, 
trustees, etc.). This information clut- 
ters up a report and financial manuals 
are the accepted source of such facts. 
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It may surprise some executives to 
learn that many people feel the use of 
cartoons has been a little bit overdone. 
The little red man running down hill 
while the market basket coasts up hill 
becomes hackneyed after a while. The 
criticism, here, is not so much as to 
substance as it is to technique and ap- 
proach. A little imagination and skill 
could result in more fresh and interest- 
ing presentation in some instances. 


| yom a certain amount of weeping 
on the shoulders of the stockhold- 
ers could be dispensed with. Perhaps 
this can best be illustrated by a note 
written to one utility company by a 
reader of its report, in which he said: 


“T get a little bored by your emphasis 
on the terrible taxes you have to pay, 
year after year ; who doesn’t?” 

In conclusion, it might be said that 
this article does not represent the ideas 
of the writer alone, but was put to- 
gether only after consultation with col- 
leagues who, like himself, give their 
working hours to wrestling with facts 
and figures about public utility compa- 
nies. If an executive finds his reports 
are already edited along the lines sug- 
gested, he may be sure that more than 
one person has thumbed through them 
and has laid them down with a feeling 
of keen appreciation of the efforts of 
the man responsible for putting them 
together. 


/ 
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Research—a Creative Tool for Better Living 


mes & research we largely owe our superior living stand- 
ards, which have come to be the trademark of the 
American way of life. Prior to the war the average American 
worker labored only one-half as long as the British worker, 
and one-eighth as long as the Russian worker, to earn enough to 
pay for the family’s food supply. Three- -fourths of the homes in 
this country are wired for electricity. Of those so equipped, 85 
per cent had radios, 70 per cent electric irons, and 40 per cent 
electric refrigerators. The average price of a radio set declined 
more than 75 per cent between 1929 and 1941, while sales of 
such sets more than doubled during this period. The wide- 
spread use of electricity is due to the steady decline in the rate 
which, on the average, ts now only about three-fifths of what it 
was three decades ago. As a result of the remarkable increase in 
the efficiency of the modern electric lamp, which uses less elec- 
tricity and gives more light, the American public is saved a 
lighting bill of an estimated $2,000,000,000 annually. This 
country has approximately one-half of the telephones in the 
world. Steady progress is being made in improving and ex- 
tending services as well as lowering costs. ... This covers but 
a small list of items whose costs have been sharply reduced and 
whose quality has improved over the years. Such performance 
is a challenge to those who are highly critical of American 
business enterprise but have only glittering slogans to offer in 
its place.” 
—EDITORIAL STATEMENT, 
News letter of the First National Bank of Boston. 
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The Five Fitzgeralds Were 
Born to Busses 


That is why their shop methods have been like blood 

plasma to the starved Los Angeles transit lines. The 

bus is a race horse, and must be treated like one—not 

given the truck-horse maintenance that answers for 
rail equipment. 


By JAMES H. COLLINS 


Pr “nis has happened more than 
once. You may have seen it hap- 
pen in your own locality, and 

maybe understood why it turned out 

that way—maybe not. 

From J to Z runs a highway, along- 
side the J & Z Railroad. Motorbus op- 
erators competing for a franchise to 
share the railroad’s passenger traffic 
would be willing to part with a right 
arm to get the route. 

But the railroad is also a competi- 
tor, and lands the franchise. 

It puts on motorbuses of the latest 
type and, after a year or more of red 
ink, is glad almost to give the line 
away to a bus operator. 

Also, management that has been 
successful with trolley operation has 
been known to fail with busses. There 
seems to be something fundamentally 
different between gasoline and rails. 
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It may well be that you have to be 
born into gasoline, as were the five 
Fitzgerald brothers, who last year 
bought the Los Angeles yellow street- 
car system (Los Angeles Railway, 
now the Los Angeles Transit Lines), 
and are modernizing both the rail and 
bus equipment, and the operating 
methods. 

This yellow car system had starved 
through a dozen or more lean years, 
during which its equipment got older 
and older. Then the war traffic was 
dumped on top of it, and though some 
money was made, it could not be spent 
in rehabilitating the system on account 
of shortages. So, in what follows it 
must be understood that the former 
management is not to be considered an 
example of how-not-to-do-it. 

The Fitzgeralds say that they are 
just farm boys trying to run a few 
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busses. Starting with a single bus, in 
the Middle West, they now operate 
both busses and rails in thirty-four 
cities—at the last tabulation, around 
4,000 busses and maybe 2,500 street- 


cars. 


hy and John Fitzgerald were born 
near Strawn, Illinois, and Roy, 
Ralph, and Kent near Staplehurst, Ne- 
braska. Leaving the farm for railroad 
construction and later going into the 
northern Minnesota mining country, 
Roy got a job in a garage at Eveleth, 
and presently bought a small motor- 
bus, carrying miners to work between 
that town and Leonidas. 

It was only a 2-mile haul, but the 
hours were long, and Roy had to do 
the mechanical work on the vehicle 
after his day’s runs. So Ralph and Ed 
came in, with savings to buy another 
bus. Each drove a route and worked a 
shift, and, in between, attended to re- 
pairs, lubrication, and maintenance of 
their 2-bus “fleet.” Sometimes repairs 
had to be made on the roads, in Minne- 
sota weather, but each of the brothers 
could make them. 

Presently Roy looked around for 
more passengers, while Ralph special- 
ized in maintenance, and Ed kept the 
books. In 1921, they extended their 
line to Virginia, 5 miles away, and 
Kent and John joined the business, 
learning to drive and repair. And so 
their operations grew into a national 
system extending from Tampa to St. 
Louis and El Paso, and now to the 
Pacific coast. 

The Fitzgeralds learned how to op- 
erate busses, and at a period when 
streetcars were beginning to lose 
money. The day of universal automo- 
bile ownership had arrived. During 
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the 1910's, the “poor man’s car” had 
been a dream. Starting with the 1920's, 
it became a reality. 

Battered and noisy, perhaps, but 
getting the poor man around so well 
that, where trolley management had 
counted on one and a half regular rail 
passengers per house, with a half-pas- 
senger irregular, the ratio quickly ran 
down to one sporadic passenger in 
every five houses. 


HILE rail operators were dis- 

couraged by the loss of traffic, 
the Fitzgeralds bought lines, put on 
busses, extended routes, to give the 
public transportation with gasoline 
flexibility. With busses, they had no 
rails to keep up. When the passengers 
moved out into the country to live, the 
Fitzgeralds could follow them. Far 
from being discouraged by change, 
they followed the trends, to -ee how 
the new could be imposed on the old. 
And their success has largely been due 
to this rerouting in search of the elu- 
sive passenger and to their knowledge 
of maintenance, gained on the wintry 
Minnesota highways. 

In Los Angeles they found a tough 
situation. There wasn’t enough equip- 
ment to haul the war traffic, and it was 
mostly old type—both rail and gaso- 
line. New equipment was still some- 
where ahead in the future. Not enough 
men— or women either — could be 
hired to keep all the equipment run- 
ning. 

However, the performance of the 
gasoline equipment showed room for 
improvement, under Fitzgerald stand- 
ards. 

Trolley cars have a simplicity of 
construction and operation, compared 
with gasoline vehicles,-that leads op- 
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erators to figure maintenance in tens 
of thousands of miles. The juice comes 
in from the trolley, goes through the 
motor, turns the wheels, and that goes 
on for maybe 50,000 miles without 
trouble. Maintenance was even sim- 
pler with steam. Rail men tend to be 
leisurely in shop work, and that system 
is satisfactory for rail equipment. 
But motorbuses need maintenance 
by the single thousand miles, as the 
Fitzgeralds do it, and even before VE- 
Day they had assigned one of their ex- 
perienced maintenance men to install 
their methods at the company’s garage 
at Sixteenth street near San Pedro. 
Most of this garage is outdoors, 
only the shop work being done under 
roofs. It was established when gasoline 
equipment began to supplement rail 
vehicles, and, what with war, and in- 
adequate revenues, and other things, it 
had become congested. Once, the bus 
that drove in for repairs could be 
backed out after the work was done, 
because there was room. But last year 
busses blocked each other, and nobody 
had found time to change the layout. 


HE new maintenance manager 
streamlined the place. Shop walls 
were knocked out, so that the bus that 
had been driven in on one side and 
gone ahead getting its inspection and 
repairs could be driven away in the 
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eration, compared with gasoline vehicles, that leads operators 
to figure maintenance in tens of thousands of miles. The 
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same direction, onto another street, or 
into the storage yard which was pro- 
vided. 

Storage in this case means, usually, 
from just before lunch, when a repair 
job is finished, until afternoon, when 
the evening traffic rush starts. Quite a 
large area is set aside where shop 
traffic does not interfere. But by 4 p.m. 
this storage area will be bare. 

The Fitzgerald system of motorbus 
maintenance is to figure what each 
coach should do in mileage, and key in- 
spection and maintenance to that mile- 
age, reducing lost time in the shop to 
the bare minimum. 

In different cities, according to the 
nature of the traffic, a bus can be op- 
erated from 70,000 to 100,000 miles a 
year. That volume of traffic is avail- 
able, if the bus is available. So, main- 
tenance means keeping it available, re- 
ducing time in the shop to the mini- 
mum. 

Under war conditions, the 300 to 
325 motorbuses of the Los Angeles 
Transit Lines averaged only around 
40,000 miles during 1944. There was 
almost unlimited traffic available, but 
many coaches were out of service for 
lack of operators or under repairs. 


’ [ ‘Is year, there has been a great 
improvement, due partly to some 
deliveries on an order for 400 new 


juice comes in from the trolley, goes through the motor, 
turns the wheels, and that goes on for maybe 50,000 miles 
without trouble. Maintenance was even simpler with steam. 
Rail men tend to be leisurely in shop work, and that system 
is satisfactory for rail equipment.” 
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busses, but more to improved shop 
methods. The new vehicles were so 
badly needed when they began coming 
in before VJ-Day that they were run 
out of railroad cars directly into serv- 
ice, picking up waiting passengers. 
Their first paint coat was postponed 
until they went to the shop for an ex- 
tensive overhaul. In their drab primer 
paint, they had public relations value, 
because the public, which had often 
been passed by full yellow busses, saw 
that the company was actually getting 
new equipment and really had plans for 
a modernized bus service. 

At the present time, shortly after 
Japanese surrender, busses are run- 
ning 200 to 225 miles daily. 

Which means, under the shop sys- 
tem, that they come in about every 
week to ten days for a minor inspec- 
tion, and every two to three weeks for 
a major inspection. 

Shop visits are timed, not in days, 
but in miles. A girl dispatcher enters 
the mileage for each bus every day, and 
at 2,000 miles and 4,000 miles orders 
it in for minor and major inspections 
and repairs. 

The yard and shop can handle about 
350 busses, which means that under 
war conditions the abnormal number 
of one in 10 could be in the shop. With 
new vehicles and normal conditions, 
about one in 20 should be in the shop. 

Bus operation costs this company 
from 25 cents to 30 cents a mile. Pas- 
senger revenues last year ran around 
$2 per mile. 

So, roughly—these figures are ex- 
tremely variable according to traffic— 
10 per cent of the rolling stock in the 
shop at all times means 10 per cent lost 
revenue, a half a million dollars on the 
company’s 1944 bus operations. Re- 
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duce this to 5 per cent, and you earn 
money faster than it comes in fares. 


yes the rail operator’s viewpoint 
of the long vacation to motorbus 
equipment, and the money dribbles 
away without anybody realizing where 
it goes. 

The shop crew is selected for coach- 
minded mechanics, and works on a 24- 
hour, 7-day schedule that serves mo- 
torbus needs. 

At present, there are 115 mechanics 
on repairs, and 50 more in the yards. 
Their working hours are geared to 
coach traffic. 

Under war conditions, the morning 
rush started as early as 4:30 a.m. It 
lasted until about 9 a.m., when every- 
body had reached his work or office. 
At 11 a.m. the shopping rush began, 
lasting until about 2, and around 4 the 
rush home of workers set in, lasting 
until about 7 P.M. 

Shop work is keyed to making in- 
spections and repairs between these 
weekday peaks, as far as possible. So, 
the heavy work force is on during the 
daytime, and the smaller night force 
works on inspections and _ shoots 
trouble. It has been found by Fitz- 
gerald operators that shopmen do not 
work as well at night as in the daytime. 

The dispatch sheets for every coach 
show its mileage, when it is ordered in 
for inspection, how long it stays out of 
service, and what was done to it. The 
minor inspection covers more than 50 
separate mechanical items on a report 
sheet each of which has to be checked 
by a mechanic and initialed. The major 
inspection covers nearly 150 items. 
Work found necessary to dois specified 
on a shop order sheet, and each item 
has to be checked and initialed. 
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Traffic during 1944 


as Y Ses war conditions, the 300 to 325 motorbuses of the Los 

Angeles Transit Lines averaged only around 40,000 miles 

during 1944. There was almost unlimited traffic available, but many 

coaches were out of service for lack of operators or under repairs. 

This year, there has been a great improvement, due partly to some 

deliveries on an order for 400 new busses, but more to improved shop 
methods.” 





.— if a coach begins losing too 
much time, or coming back too 
often, a study of its records will gen- 
erally show why. Some item of inspec- 
tion or repairs was overlooked, or an 
individual mechanic is found incom- 
petent, perhaps on a particular kind of 
work, or some part of the coach needs 
replacement. With the occasional long 
vacation that suffices in rail equip- 
ment, records need not be so detailed 
as those for the short, frequent vaca- 
tions needed by automotive equipment. 
The trolley car is a truck horse, but the 
motor coach a race horse. 

Inspections cover mechanical points 
affecting operation, such as carburet- 
ors, ignition, gears, brakes, steering 
equipment, lights, lubrication, doors. 

Also, various points involving the 
easiest working conditions for the 
driver, such as gear shifts, steering 
wheel play, instruments, signals. 


NOV. 22, 1945 


692 


And, finally, points affecting pas- 
senger comfort and safety, like torn 
seat coverings, broken or loose seats, 
floor coverings, windows, steps, treads, 
interior lights. 

Every 2,000 miles gasoline lines are 
checked for leaks, the battery inspected 
and properly filled with water, wheel 
lugs and axle flange nuts tightened, 
tires brought up to proper pressure, oil 
cleaner checked, ignition points and 
timing checked, motor checked for 
missing and revolutions per minute on 
a gauge that gives positive data, brake 
lining wear checked—each item on the 
inspection sheets is something that has 
been found making trouble when neg- 
lected. 


KR 4,000 miles, the inspection 
routing includes items like check- 
ing springs for broken leaves and 
looseness, bearings and drive for wear 
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and play, muffler and exhaust for leaks, 
transmission housing for leaks, spark 
plugs, gasoline screens, motor valves 
—a list of things that were never heard 
of in the balmy days of rail! 

After each item, the mechanic 
writes his initials, and a check mark 
indicating OK, or an X meaning ad- 
justed, or an O indicating that repairs 
are needed. When the bus goes into the 
shop with its inspection sheet, the me- 
chanics there know exactly what is to 
be done, and do it by a routine that is 
further insurance against anything be- 
ing overlooked. 

From their earliest days, when it 
was necessary to hire help, as they 
bought one more 12-passenger bus 
than the brothers could handle, the 
Fitzgeralds have built their operating 
teams out of employees hired for driv- 
ing or shop work. The Fitzgeralds 
know busses, and every manager 
knows busses, and all know each other. 
In a jam, the fellow in overalls out on 
the road may be the Old Man himself. 

Knowing motor equipment, the 
Fitzgeralds were not long in placing 
orders for new coaches, to be delivered 
as fast as possible under war short- 
ages. Los Angeles has been a critical 
labor area and a good many of the 
labor difficulties have been due to 
shortage of transportation and utility 
labor. 

Total orders for 400 new coaches 
were placed last year, and the first de- 
livery of 37 was made in February. 
Others are now coming along regular- 
ly, and the whole order will be filled by 
next year. 

No new rail equipment has been or- 
dered, because the company had re- 
ceived a considerable number of PCC 
trolley cars during the war, and the 
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Los Angeles transit situation is today 
in a state of uncertainty. 


A GREAT speedway system has been 
planned, of elevated motor high- 
ways, coming in from the suburbs for 
20 miles around and more, and join- 
ing a downtown loop which will also 
be an elevated motor highway. Thus, 
routes, franchises, the kind of equip- 
ment that will be needed, are all in a 
state of flux, with probabilities that 
motor coaches will predominate. On 
such speedways no traffic lines cross, 
high speeds are maintained, and motor- 
buses make only station stops, drop- 
ping down to street level by ramps. 
Rail equipment is obsolete on the 
speedways, and coach lines on them 
will probably supplant present rail 
lines. 

Assigned to modernize the Los An- 
geles yellow car system is W. Ralph 
Fitzgerald, outstanding as the operat- 
ing man of the family. “Ralph” wassec- 
ond to get into transportation, joining 
his brother Roy in their first bus ven- 
ture, and specializing as repairman as 
their fleet grew, and also introducing 
new operating ideas. In Los Angeles, 
mechanical improvements like wind- 
shield wipers, and morale builders like 
snappier uniforms and badges, quick- 
ly appeared after “Ralph” had taken 
charge. 

The other day, an important issue 
came up at a meeting of employees, 
with “Ralph” absent, and it was the 
general opinion that such a matter 
called for a good deal of “talking 
over.” 

“Talk it over ?”’ jeered one conferee. 
“No! Ralph doesn’t want conversa- 
tion. He wants action. If it can’t be 
done—don’t talk about it!” 
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TVA 


after I'welve 


Years 


A student examines the published records and con- 
cludes that not all of the rosy claims for the big 
Federal enterprise square with the facts. 


By JOSEPH 
I AST May the Tennessee Valley Au- 


thority celebrated its twelfth 

statutory anniversary. Although 
its operations did not really get under 
way for some time after its birthday 
because of the preliminary necessities 
of organization and construction, 
TVA has been around long enough to 
warrant a disinterested appraisal. So 
much has been written about TVA, 
from so many different angles, and by 
such high authority and competent ex- 
perts, that it would seem almost pre- 
sumptuous for a comparative new- 
comer in this field to attempt to esti- 
mate the merits and demerits of such 
a vast undertaking within the brief 
confines of a single article. 

And yet, perhaps, for purposes of 
simple and forthright judgment on 
whether TVA is fulfilling its mission 
with due regard for cost and effective- 
ness, the student’s approach may have 
a virtue of its own. The lush literature 


NOV. 22, 1945 


T. MURPHY 


of TVA is redolent of special pleading, 
sentimentality, and preconceived ideas 
about what TVA was supposed to do 
and how well it is doing it. It is com- 
monplace to hear TVA spoken of as a 
“fine thing.”’ It would be idle, of course, 
to deny that any investment of nearly 
three quarters of a billion dollars—as- 
suming even a nominal degree of hon- 
est and efficient administration—could 
have been anything but “fine” for 
somebody. Indeed, it is difficult to con- 
ceive of that much money being spent 
for any conceivable purpose, without 
benefits accruing to the different 
groups and classes. It would be a “fine 
thing” for them. 

But, seriously, the only common- 
sense gauge of TVA’s accomplish- 
ments must be made on the basis of 
what Congress intended TVA to do, 
whether these purposes were accom- 
plished well, poorly, or indifferently— 
and (assuming they were well accom- 
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plished) whether they could otherwise 
have been achieved at less expense or 
in a more efficient manner, or both. 


T= such a students’ approach 
to TVA on its twelfth statutory 
birthday, therefore, we find the follow- 
ing fundamental basis for TVA’s ex- 
istence in the organic act which set up 
the authority as created by act of Con- 
gress May 18, 1933 (48 Stat 58, 16 
USCA 831): According to the “U. 
S. Government Manual,” the TVA 
Act directed the corporation to take 
over custody of Wilson dam and ap- 
purtenant plants at Muscle Shoals and 
operate them in the interest of national 
defense, and for the development of 
new types of fertilizers for use in agri- 
cultural programs. These purposes 
governed the original construction of 
the Muscle Shoals properties pursuant 
to § 124 of the National Defense Act 
of 1916 (39 Stat 166, 10 and 32 
USCA). 

The statute further provides for the 
development of the Tennessee river 
and its tributaries in the interest of 
navigation, the control of floods, and 
the generation and disposition of hy- 
droelectric power. Executive Order 
6161, of June 8, 1933, confers upon 
the corporation the authority to con- 
duct investigations upon which addi- 
tional legislation may be predicated in 
order to aid further the proper conser- 
vation, development, and use of the re- 
sources of the region. In the conduct of 
its operations and investigations, the 
corporation is authorized to cooperate 
with other national, state, and local 
agencies and institutions so that the 
fullest measure of effectiveness can be 
achieved. 

Effort to improve the Tennessee 
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river system for navigation, dating 
from the administration of President 
Monroe in 1824, culminated in the 
statute creating the Tennessee Valley 
Authority, which imposes upon that 
agency the duty of bringing about an 
adequate and complete development of 
the river system through the construc- 
tion of a series of dams upon the main 
stream and its principal tributaries. 
The relationship of the serious flood 
problem on the Tennessee river to that 
of the Mississippi was such that Con- 
gress directed the corporation to pro- 
vide its projects with flood-control 
storage to alleviate these conditions. 
Closely related is a program of water 
control and conservation in the water- 
shed of the Tennessee valley, of which 
fertilizer research carried on at the 
plants at Muscle Shoals is a vital 
factor. 


A a Federal corporation, the powers 
of the Tennessee Valley Author- 
ity are vested in its board of three di- 
rectors appointed by the President with 
the approval of the Senate. The corpo- 
ration may sue or be sued in its corpo- 
rate name, make contracts, adopt by- 
laws, purchase or lease real and per- 
sonal property, and exercise the right 
of eminent domain in the furtherance 
of its constitutional objectives. 

The corporation is financed by con- 
gressional appropriation. Additional 
funds may be obtained from the sale of 
power or fertilizers in the amount and 
under the conditions provided by the 
statute. Some funds have in the past 
been obtained by the sale of bonds, but 
there is no authority to issue additional 
bonds, except under certain narrowly 
restricted conditions. The Comptroller 
General of the United States is em- 
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powered to make a postaudit of all ac- 
counts of the corporation. 

So much for TVA’s statutory and 
administrative background. What is 
TVA from the standpoint of its physi- 
cal existence and practical operation ? 

It is a huge system, spread out over 
seven states, comprising twenty-nine 
dams on the main river and its tribu- 
taries. It has numerous electric power- 
generating stations which last year 
combined to produce 2,000,000,000 kil- 
owatts of electricity. Barges also ply its 
waters and last year produced 250,- 
000,000 ton-miles of traffic. Such a 
huge undertaking has never before 
been attempted and an analysis of it 
should tell us whether it has justified 
itself and whether more like it should 
be built. 
~ 1 Reader's Digest for October, 1944, page 38. 
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iy analyzing this, we must keep in 
mind several important points such 
as its cost compared with the cost of 
private enterprise doing the same job; 
the interest and tax-free status it en- 
joys; how the money is raised to pay 
for these charges that private industry 
would have to pay; the fact that fixed 
charges play a huge part in the cost of 
producing electricity as will later be 
shown; and the purely socialistic idea 
of the whole undertaking. 

The three main divisions of the work 
of this authority can be stated as aiding 
flood control and navigation, conserva- 
tion of the soil, and generation of elec- 
trical power, with the third being by 
far the dominant one. 

The government has the right to im- 
prove the waterways of the country in 
the interests of navigation but when it 


Table I—Cost of Projects 
PRIVATE COMPANIES 


Year 
Completed 
1928 
1927 
1928 
1931 
1928 
1926 


Licensee 
Alabama Power Co. ......... 
Louisville Gas & E. Co. ...... 
Columbus E. & P. Co. ....... 
Safe Harbor W. P. Corp. .... 
Susquehanna River P. Co. ... 
Alabama Power Co. ......... 


Present or 
Initial Cost 


Capacity in 
Per Hp. 


Horsepower 
72,000 
108,000 
66,000 
255,000 
378,000 
135,000 


Cost 
Claimed 
$10,646,056.76 

829,838.72 
7,688,544.12 
24,995,111.74 


65,156,084.98 
17,868,816.84 





$134,184,454.00 


1,014,000 


$123 per hp. = $165 per kw. 


Plant in Service June 30, 1943 
Construction in Progress 
Estimated Cost to Complete 


Capacity of Generating Plants Total 
Authorized Hydro 


$698,820,000 


TVA cost per kw. 2,354,560 


132 


$297 — $165 = = 
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= $297 per kw. 


= 80% more 
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starts competing with private industry 
it is stepping out of its element and 
there are bound to be complications. 

This is the chief bone of contention 
and the one which has attracted the 
most attention. But we must also take 
into account all the various activities 
in which the TVA is engaged, so as to 
get a true perspective of the relation- 
ship between cost and price in the case 
of the widely publicized power rates. 


AS originally proposed in Congress 
the plan of the TVA was that it 


would be self-liquidating and in the 
long run would not cost the taxpayers 
acent. Indeed, Dr. A. E. Morgan, the 
former chairman of the project, testi- 
fed before a House committee*® that 
after five years of getting on its feet 
the project would be self-liquidated in 
twenty-five years. Furthermore, when 
the TVA announced its power rates in 
1933 they were based on an interest 
rate of 34 per cent (on capital invest- 
ment). Now we find the present direc- 
tor’ saying the capital can be retired in 
sixty years without interest. It seems 
the idea of self-liquidation is becoming 
more and more a glimmering hope, for 
up until the present time no funds have 
been paid into the Treasury for the 
purpose of reducing capital debt. 


Thee is what our student is likely 
to find out in his analysis of the 
major undertaking of the TVA: 


l The engineering of the TVA is ex- 
¢ cellent and its management is 
sound in the operation of facilities. It 
had the engineering genius of the coun- 


® House Appropriations subcommittee 1934 
HR 9830, 73d Congress, 2d Session, page 169. 
* David E. Lilienthal in a speech before 
Washington Society of Engineers, May, 1944. 
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try to call on and it made good use of 
it. However, to begin with, when com- 
pared with the plants of similar capac- 
ity built by private companies we find 
the TVA costs approximately 80 per 
cent* more. 


The fertilizer business of the TVA 
e by its own account was $3,343,- 
599 in the red for the fiscal year end- 
ing June 30, 1943. The chief use of 
this business seems to be the distribut- 
ing of small lots of fertilizer all over 
the country as a good-will gainer much 
as the free seed distributions by earlier 
Congresses. 


We now come to one of the three 
® main items of expenditure ; name- 
ly, flood control. Here we must be care- 
ful to judge the exact benefits received 
because a large part of the original 
(23 per cent)® cost was allocated to 
this purpose. Admittedly the TVA is 
a model flood-control project. The ex- 
act results can be calculated only with 
the passage of time. Already there are 
many who gravely question its worth, 
saying the state of Tennessee has lost 
more on inundation of land than it has 
gained by way of flood protection. 

The subject becomes more and more 
one for debate when we attempt to 
reckon the cost. Best estimates allocate 
between $80,000,000 and $90,000,000 
of the $700,000,000 to flood control. 
The TVA basis of power rates seems 
to indicate a 34 per cent interest rate 
charge as standard, as indicated before, 
and when coupled with 1 per cent 
for amortization (paying back to prin- 
cipal) we find that the fixed cost for 
flood control per year would be $4,- 


4See Table I, page 696. 
5 Annual Report TVA 1943, page 41. 
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Total Operating Expenses 
Less Depreciation 
Less Taxes 


Total Operating Expenses, Less Taxes 


Net Expense Navigation 

Net Expense Flood Control 
Net Expense Fertilizer 

Net Expense Related Property 


Net Loss Other Programs 


Expenses 


and Depreciation 


Total Operating Expenses (Less Taxes and Depreciation) .. $10,176,000 


Depreciation 

Net Loss Other Programs 
Interest 34% $435,000,000 
Amortization of 1% $435,000,000 


’ 


6,177,000 
50,000 


Total Expense Exclusive of Taxes 


Federal Taxes 1/6 Gross Revenue 


State and Local Taxes 10% (1/10) Gross Revenue 


Federal, State, and Local Taxes 


$15,150,000 


Gross Revenue Required to Meet Expenses 





000,000. When we add another $1,- 
000,000, which is the cost of opera- 
tion, we have a grand total of $5,000,- 
000 per year for flood control. Bal- 
ancing this is the average yearly flood 
damage (over a period of years) suf- 
fered by the valley inhabitants. We find 
that the Army Engineers” estimate for 


6 House Documents, 71st Congress, 2d Ses- 
sion, page 734. 
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annual flood damage amounts to $1,- 
784,000. 

We also find that 75 per cent of the 
flood damage occurs at Chattanooga 
and above, with most occurring in the 
Emory river basin where the TVA 
makes no provision in its plans for 
flood control.” 


7 Hearings before a joint committee to in- 
vestigate TVA, page 3952. 
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Added to this is the estimated an- 
nual crop loss through inundation of 
$4,200,06u. Thus we have a total ex- 
penditure each year of $9,000,000 to 
effect a doubtful saving of $1,784,000. 
By these facts and figures it would 
sem that something is definitely 
wrong. 


A logical conclusion would be 


that the amount assigned to flood con- 
trol (23 per cent of $700,000,000) is 
grossly overestimated, perhaps on 
purpose, as we shall see later. 


4 The next big item is that of navi- 
e gation. It is allocated approxi- 
mately $150,000,000 of the $700,000,- 
000 total cost. The Army proposed a 
navigation project for this river that 
would cost only $75,000,000,° which 
is quite a difference. However, assum- 
ing the government figure of $150,- 
000,000 to be true and charging even 
an interest rate of but 3 per cent plus 
| per cent for amortization, we find that 
$5,000,000 would be the fixed charges. 
Conservative operating charges would 
give a figure of $1,600,000, which 
would then give a total of $7,500,000 
annually spent on navigation. 

If this were a private undertaking a 
toll would be charged in order to pay 
expenses. In this case in order to pay 
even current expenses and to break 
even, to say nothing of profit, a toll of 
3 cents® would have to be charged on 
every ton of freight moved a mile over 
these waterways, exclusive of owners. 
When operating costs are compared 
with the railroad rate of less than a cent 
a ton-mile for everything, and keeping 


*House Document 328, 71st Congress, 2d 
Session, pages 6, 7. 
8 $7,500,000 Cost 


250,000,000  Ton-miles = $.03/ton-mile. 
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in mind the fact that water transporta- 
tion is the cheapest form of transporta- 
tion available, we can quickly see that 
a figure of $150,000,000 is evidently 
very artificial, as was the figure for 
flood control. 

The reason for this can be found 
when we take up the question of the 
power rates charged by the TVA 
when compared with private rates. 


While we have accounted for 

e $250,000,000 of the $700,000,- 
000 spent on the TVA by assuming the 
allotments of the government to be cor- 
rect, there still remains a sum of $450,- 
000,000 to be accounted for. This 
amountis allotted to power facilities for 
the purpose of producing low-cost elec- 
trical power. This expenditure and the 
power rates of the authority are the 
main topics of contention between pri- 
vate business and the government. The 
power rates of the TVA are much 
lower than the rates of public utilities 
and serve as a comparison which is to 
the disadvantage of the utilities. Apart 
from the fact that the competition by 
the government in private business 
raises a question of political morality, 
there are many interesting compari- 
sons as to the cost and whether the rate 
is indicative of costs, etc., that seem to 
pile up to a considerable extent against 
the TVA. 

The idea of a government compet- 
ing in the power business is not new, 
for the British government is in the 
power business. Yet there are no dis- 
putes or discussions. Why? The an- 
swer is that the government pays in- 
terest on its loans for capital and also 
all taxes as does any privately owned 
public utility. It finds that it cannot 
produce electricity any cheaper than the 
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private companies and it also finds that 
business does not mind a fair competi- 
tion. 


HE TVA does not pay any inter- 

est on loans from the government, 
does not pay any Federal taxes, pays 
only one-half on local taxes, and finds 
that business does object to an unfair 
competitor. 

Last year the TVA sold 8,077,508,- 
000 kilowatt hours of electricity for a 
total of $53,449,725, making an aver- 
age price of .66 cents per kilowatt hour, 
and the average price of the distribut- 
ing agencies (municipalities, codpera- 
tives, etc.) was 1.22 cents each kilo- 
watt hour. In the same period the pri- 
vately owned public utilities charged 
1.66 cents per kilowatt hour. Thus the 
TVA undersold its competitors. Why 
and how, you may ask. Table I will 
give the exact initial cost of the TVA 
power per kilowatt hour based on cost 


=z 


of plant, etc. This same table will do 
the same for utility companies and 
make a comparison.” 

The subsidy enjoyed by the TVA in 
the form of interest less capital and im- 
munity from taxes is enormous when 
we take into account the fact that in a 
hydroelectric plant the operating ex- 
penses account for only 10 per cent of 
the expenses while fixed charges (in- 
terest, taxes, amortization, etc.) ac- 
count for 90 per cent. If the TVA paid 
what private industry does in the way 
of taxes and interest, the rates of the 
TVA would have to be increased 2} 
times. In Table III (below) there 
is a study of the change that rates 
would undergo if. the TVA were 
forced to compete with private indus- 
try on the same basis. 


ee industry in any age or coun- 
try has never thought it necessary 


10 See Table I, page 696. 


Table I1I—Gross Revenue Requirement 


Total Operating Expenses (Less Taxes and Depreciation) .. 


Depreciation 
Net Loss Other Programs 


Assumed for 
Project 
$700,000,000 


$ 12,500,000 
000 


, 


Total Expense Exclusive of Taxes, Interest, and Amortization $ 25,000,000 
$700,000,000 Project 


Interest 34% $700,000,000 
Amortization 1% $700,000,000 


Total Expense Exclusive of Taxes 
Taxes $700,000,000 Project 


State and Local @ 10% 
Federal @ 16% 


$ 7,705,000 
12,840,000 


$20,545,000 (now pay) $ 1,960,000 
Loss $ 18,600,000 


Gross Revenue Required to Meet Expenses 


$700,000,000 Project 
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to get excited when the government de- 
cides to compete in business on any- 
thing like even terms because it knows 
that over the long range private indus- 
try can and will demonstrate its greater 
eficiency. 

By taking up separately each of the 
various aspects of the TVA we can 
reach the following conclusion: (1) As 
apower scheme it is a high-cost devel- 
opment which could not stand on its 
own feet : (2) as a flood-control scheme 
it has little if any value, since it de- 
stroys more than it saves; and (3) as 
anavigation project, the one function 
in which the government has an un- 
disputable right to engage, it can- 
not justify its cost. 


We have taken the figures in Table 
II" based on the $700,000,000 project 
simply because we have shown that the 
other programs are financially unable 
to show a profit, thus shouldering their 
costs onto the main part of the pro- 
gram, the power section. We thus see 
that if the TVA were forced to pay 
what it should it would be forced to 
raise its rates 140 to 160 percent, which 
is the 24 times we have previously re- 
ferred to. 

Its rate would then be approximately 
the same as the rates of the power com- 
panies while its original cost of plant 
would be 80 per cent higher. 


11 See Table II, page 698. 





aad their hearts the American people know what kind of 
peace they want. They may differ upon details but they 


are agreed upon the things that are really important. What 1s 
needed is effective leadership, honestly and vigorously to carry 
into apenas the aspirations upon which our people are 
united. 

“We want a peace that will be lasting. That means a peace 
that will be just. That means not only justice for the few and 
powerful but justice also for the many and less powerful. 

“We want a peace that ts based — realities and not upon 
the insecure foundation of mere words or promises. That means 
a peace which, being mindful of the interest of other nations, 
does not neglect or sacrifice the interests of our own nation.” 

—Earit WARREN, 
Governor of California. 
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Our Regulatory Commissions 


They must not yield to outside influence from any 
source—Qualification for membership. 


By JOHN C. HAMMER 
MEMBER, TENNESSEE RAILROAD AND PUBLIC 
UTILITIES COMMISSION 


, | \ HE late Joseph B. Eastman in his 
12-point Primer on the Conduct 
of Administrative Agencies said, 

“To be successful they must be masters 
of their own souls.” He was speaking 
of the Interstate Commerce Commis- 
sion of which he was a member; but 
the statement applies no less to state 
commissions and boards. Like the 
courts such tribunals must be absolute- 
ly and completely free from political 
control and political manipulation if 
they are to function properly. These 
bodies are entrusted with broad admin- 
istrative quasi legislative and quasi ju- 
dicial powers and persons willing to be 
dominated or influenced by outside in- 
terference from any source are unfit to 
serve on them. 

Again quoting in substance from the 
late Mr. Eastman, “they are not just 
tribunals for the settlement of contro- 
versies.”” They are creatures of the leg- 
islature, created for the purpose of 
guarding the public interest and at the 
same time giving fair treatment to the 
industries they are authorized by law 
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to regulate. It should be the high pur- 
pose of such commissions or boards to 
hear all matters coming before them 
with open minds, without bias or 
prejudice; and their opinions and or- 
ders should be based upon the law and 
the facts. 

Again I quote from Mr. Eastman, 
“Tt is not necessary for the members of 
the tribunals to be technical experts. 
Zealots, evangelists, and crusaders 
have their value before an administra- 
tive tribunal but not on it.” No greater 
truth could possibly be spoken. I con- 
fess that I am not a technical expert, 
not only in all of the many and varied 
functions of the commission of which 
I am honored to be a member, but I 
must confess that I am not an expert in 
any one field of regulation. I must and 
do rely upon the judgment of those 
whom the commission has seen fit to 
employ as technical experts and advis- 
ers. 

That is as it should be. The field 
is too large for the mind and genius of 
any one man. It is as foolish for him to 





OUR REGULATORY COMMISSIONS 


undertake it as it is for an executive 
of a large business concern to under- 
take to supervise personally every 
minor detail of the business. 


A to zealots, crusaders, and evange- 
lists, let them give vent to their 
val. Let them carry on their crusades 
ad evangelistic campaigns. Some- 
times evangelism and crusading are 
necessary to convince the commissions 
and boards or even the public itself as 
to what is really needed ; but the work 
of such forces must be conducted from 
the outside and not from the inside. 

I close as I began by quoting from 
Mr. Eastman, this time quoting an en- 
tire paragraph : 

“One of the great dangers in public 
regulation by administrative tribunals 


of business concerns is the resulting 
division of responsibility, as between 
managements and the regulators, for 
the successful functioning of these 
concerns. For example, there was a 
tendency at one time, and it may still 
exist, on the part of those financially 
interested in the railroads to think of 
the financial success of those proper- 
ties solely in terms of rates and wages 
and the treatment of rates and wages 
by public authorities. Sight was lost of 
the essentiality of constant, unremit- 
ting enterprise and initiative in man- 
agement. The importance of sound 
public regulation cannot be minimized, 
but it must not be magnified to the ex- 
clusion of those factors in financial 
success upon which ordinary private 
business may rely.” 





- 


Stabilizing Economic Security 


“First. We should set our tax-rate structure, regardless 
of where the burden is distributed, so that the budget at high 
employment will be balanced at high employment. This policy 
will be automatically deficit creating with underemployment, 
and surplus creating with overemployment. 

“Seconp. We should plan and organize our public works 
and conservation programs to stabilize the construction in- 
dustry at a high level of activity, between fifteen and eighteen 
billion dollars annually. 

“Tuirp. We must take the deflation out of social security. 
Broadly speaking, this means that we should finance the old-age 
security program so that income and expenditure about balance 
currently; and we should set the rates on unemployment in- 
surance so that income balances outgo at high employment.” 

—BEARDSLEY RUML, 
Author, Pay-as-you-go Tax Plan. 
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Government Utility 
Happenings 


IFFERENCES in rates of federally 
financed hydroelectric projects, 
which threaten to prevent operation of 
Los Angeles area aluminum plants, must 
be corrected with a uniform national 
power policy, Northcutt Ely, attorney 
for the Los Angeles power bureau, told 
Senate surplus property investigators 
last month. 

In the wake of a promise to reduce 
power charges for a limited time as an 
inducement to purchasers of the South- 
land’s aluminum plants, Ely advised 
members of three Senate subcommittees 
that the nation is “now entering an era 
of competition between great Federal 
power projects.” Different financing 
schemes for publicly built generating 
and distribution systems have caused 
differences in operating costs in individ- 
ual units of the government’s surplus 
aluminum plants, Ely said. 

Rates of the Los Angeles municipal 
power agency will be lowered for three 
years for certain electrochemical enter- 
prises, the joint Senate groups were told 
by E. F. Scattergood, advisory engineer 
of the Los Angeles department of water 
and power. 

To meet objections that aluminum 
smelting costs are too high in the South- 
west, the city bureau is ready to furnish 
energy for two spot lines at the closed- 
down Torrance (near Los Angeles) re- 
duction plant on condition that a sheet- 
rolling mill is built to supply all needed 
types of aluminum for local manufactur- 
ing, Scattergood said. The present rate 
of $2.10 per kilowatt will be cut to $1.75 
for three years. 

A market for 120,000,000 pounds an- 
nually of aluminum exists on the Pacific 
coast, and southern California manufac- 
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turers — particularly of airplanes, oil 
drilling and refining equipment, automo- 
biles and household furnishings—wil 
need 105,000,000 pounds a year, Scatter- 
good said. 

Closing of the Torrance reduction 
plant was due to labor shortages, no 
electric costs, Scattergood said. 


x* * * * 


gf thom state of Arizona has embarked 
on a program to place under public 
ownership all electric facilities within the 
state, The medium for accomplishing 
this end is the Arizona Power Author- 
ity, which was set up on March 14, 1944, 
at a special session of the state legisla- 
ture. 

Steps already have been taken to 
bring two of the four leading utility com- 
panies in the state into public ownership. 

The power authority lost in its en- 
deavor to prevent American Power & 
Light Company from selling at competi- 
tive bidding its 840,000 shares of com- 
mon stock of Central Arizona Light & 
Power Company when the Securities 
and Exchange Commission on Novem- 
ber 1st approved the proposal. The SEC 
held the sale and related transactions to 
be necessary to the simplification of the 
Electric Bond and Share Company’s 
holding company system, of which 
American is a member. 

On October 10th the authority had 
advised the SEC it wished an oppor- 
tunity to negotiate for the purchase of 
the Central Arizona equity in order to 
build a public power system. It subse- 

uently informed the SEC that it had 
filed suit and condemnation proceedings 
against part of the Central Arizona 
properties. 





GOVERNMENT UTILITY HAPPENINGS 


Early last month the state corporation 
commission rejected the proposed trans- 
action whereby Federal Light & Trac- 
tion Company would sell its interest in 
Tucson Gas, Electric Light & Power 
Company to Arizona Edison Company. 
The commission gave no reason for its 
action, but it was believed to be traceable 
to a resumption of efforts to have the 
properties taken over by the city. 

The city in October, 1944, had agreed 
to pay $9,000,000 to purchase the Tucson 
properties from Federal, but the deal 
subsequently fell through when the city 
reduced its bid to $8,500,000. 

No efforts have been made to date to 
bring Arizona Edison Company and Ari- 
zona Power Company, the remaining 
private utilities in the state, under pub- 
lic ownership, it was reported. But this 
step seemingly is in prospect. A move 
preliminary to this may be the investiga- 
tion which the Arizona Corporation 
Commission proposes to make of electric 
and gas rates charged by all four private 
utility companies in the state. This is be- 
ing undertaken under the recently en- 
acted governor’s bill, which authorizes 
an expenditure of $50,000 for the pur- 
pose. The Federal Power Commission, 
in response to a request of the state regu- 
latory commission, has agreed to make 
experts of the FPC available for the in- 
vestigation. 

se 


ECRETARY Of the Interior Harold L. 
Ickes has designated the Bonneville 
Power Administration marketing agency 
for all surplus electric energy from 
power projects authorized for construc- 
tion on the Columbia, Willamette, Snake, 
and Flathead rivers, Bonneville Power 
Administrator Paul J. Raver announced 
on October 25th. 

Under the order signed by Secretary 
Ickes, the Bonneville Power Adminis- 
tration will be responsible for marketing 
power from the Lookout Point, Quartz 
Creek, and Detroit projects, authorized 
for construction on the Willamette river 
by the Flood Control Act passed by Con- 
gress December 22, 1944; and from 
projects authorized by the Rivers and 
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Harbors Act passed March 2, 1945, in- 
cluding McNary dam at Umatilla, Ore- 
gon, on the Columbia river and a num- 
ber of dams on the lower Snake river. 

Responsibility for marketing of power 
from the Hungry Horse project, which 
has been authorized for construction on 
the south fork of the Flathead river in 
Montana under the Reclamation Act, has 
previously been assigned to the Bonne- 
ville Administration. Administrator 
Raver said: 

The Secretary’s order represents a major 
step toward full integration of existing and 
future Federal hydroelectric projects in the 
Pacific Northwest. 

As the proposed new dams are constructed 
on the Columbia and its tributaries, the pres- 
ent 2,700-mile Bonneville-Grand Coulee 
high-voltage transmission grid will be ex- 
panded to link the Northwest’s new hydro- 
electric power plants into the vast region- 
wide network of transmission lines that 
make low-cost power available in every 
corner of the region. 

The new order directs the Bonneville 
Administrator to integrate the power fa- 
cilities of all projects for which he is the 
marketing agent of surplus power, to 
interconnect these projects with publicly 
owned power systems, and to sell and 
dispose of all electric energy in accord- 
ance with the policies of the original 
Bonneville Act as amended. 

The administrator also was directed to 
make surveys and undertake engineer- 
ing and economic research studies neces- 
sary to promote the wider and improved 
use of electric energy for industrial, do- 
mestic, and agricultural purposes. 

Under the Interior Department order 
the Bonneville Administrator is made a 
member of the national water resources 
committee with authority to participate 
in all surveys, investigations, or studies 
affecting water-power resources of the 
Pacific Northwest. 

* * * * 


Co of city-owned gas service 
should not have to pay more than 
they would have to pay private compa- 
nies, Houston’s utilities director, J. M. 
Nagle, said recently. He said he had not 
yet decided what to recommend in order 
to overcome the existing rate inequality, 
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but that four or five city company users 
pay at a higher rate than they would pay 
to private companies. 

Although Mr. Nagle declined to give 
specific instances, it was learned that an 
ice cream plant paid $280.80 for the 12- 
month period ending in September, while 
if it had been buying gas from United 
Gas Corporation it would have cost only 
$266.25. Under a different rate with the 
city-owned plant, available to the com- 
pany but for some reason not requested 
by it, the cost would have been only 
$233.03. 

Another company, the Boss Rag & 
Overall Laundry, complained about a 
charge of $683.73 for the 12-month pe- 
riod. With the private companies the cost 
would have been $661.72, while under 
the open commercial rates it would have 
been $1,259.06. 

City customers who use less than 238,- 
000 cubic feet monthly pay less than they 
would to private companies, it was re- 
ported. 

* * * * 


i pos first definite step toward mu- 
nicipal ownership of Pittsburgh’s 
street-lighting plant has been taken by 
the city council. It occurred on October 
24th when members voted unanimously 
to advertise for the contract installation 
of a modern lighting system. 

The ordinance calls for a contract cov- 
ering a period of ten years, beginning in 
April, 1946. At the end of that time the 
contractor shall turn over free of charge 
to the city all equipment installed under 
the contract. 


* * * * 


EMBERS of Governor Donnelly’s 
Missouri legislative commission 
indicated on arrival at Kansas City after 
a 10-day official tour of the Missouri 
river basin that their majority report 
would be against a Missouri Valley Au- 
thority and in favor of the Pick-Sloan 
plan of river development. 

It was understood that the vote on the 
question of an authority, similar to the 
TVA, would be 5 to 2, or at least 4 to 3 
in the negative. 
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Members said the report for the guid. 
ance of Governor Donnelly probably 
would include a recommendation thy 
the present interagency committee be es. 
tablished by law as the body to carry for. 
ward the congressionally approved Pick. 
Sloan plan of development of the basin’; 
water resources. 

The official party, which arrived ina 
special car attached to a Union Pacific 
train, was met by a reception committe 
and escorted to the Hotel Muehlebach 
for a noon luncheon and conference with 
river improvement leaders of greater 
Kansas City. In the party were Senator 
Claude B. Ricketts, chairman; Senator 
Edward V. Long, Bowling Green, Mis. 
souri; Representative Earl S. Cook, 
Trenton ; Representative M. M. Wright, 
Salisbury, Missouri; all members of the 
Missouri legislature, and these public 
members of the commission: L, T. 
Berthe, Charleston, and F. V. Heinkel, 
Columbia, president of the Missouri 
Farmers Association. 

* * * * 


ONTENDING that the construction of 
the St. Lawrence waterway and 
power project would be injurious to the 
nation’s railroads, shipping, coal mining, 
public utility, and other privately owned 
enterprises, the executive committee of 
the chamber of commerce of the state of 
New York on October 28th made public 
a report urging Congress to defeat the 
proposed undertaking. 

The report, which was to be presented 
by Peter Grimm, chairman of the con- 
mittee, at the monthly meeting of the 
chamber on November Ist, criticized the 
project as “economically unsound” and 
an unnecessary expenditure of public 
funds in the face of an unbalanced Fed- 
eral budget and huge war debt. 

x* * * * 


oe first units of the Rural Electrif- 
cation Administration to leave St 
Louis for Washington were scheduled to 
go November 6th and 13th. Those leav- 
ing in this group included the inform- 
tion division, technical standards divi 
sion, part of the personnel division, and 


706 





GOVERNMENT UTILITY HAPPENINGS 


representatives of some other divisions. 

REA officials said it may take two to 
four months to complete the move. When 
it was decided to move the agency to St. 
Louis from Washington in 1941, about 
four months elapsed before the transfer 
could be completed. 

The line construction program of 
REA-financed codperatives has been 
moving rapidly in recent months, and 
was expected to provide jobs for some 
persons released from war work. 

* * 7” * 


NOXVILLIANS who “stood by” 

Chairman David E. Lilienthal of 
the Tennessee Valley Authority “should 
be very much pleased with his double 
cross,” Senator Kenneth D. McKellar 
said recently in Washington, comment- 
ing on Lilienthal’s attempt to move au- 
thority offices to Muscle Shoals. 

Senator McKellar, who is president 
pro tem of the Senate, has introduced a 
bill to repeal the provision in the orig- 
inal act making Muscle Shoals TVA 
headquarters, and fixing Knoxville as 
the TVA administrative center. 

“I’m opposed to moving TVA out of 
Tennessee and I’m going to keep it from 
being done if it is within my power,” the 
Senator said. “I obtained the original ap- 
propriation for TVA and the ones that 
kept it going and I’m not going to see it 
leave Tennessee if I can help it.” 

The Senator cited the following letter 
which he said Lilienthal had written to 
Representative John Sparkman of Ala- 
bama, October 1, 1945: 


This is in response to your letter of Sep- 
tember 20th. You suggest that funds be re- 
quested in our next budget to provide the 
office facilities needed at Muscle Shoals to 
accomplish the transfer of the board and 
management staff offices to that location. 

It is our first plan to include in our budget 
for the fiscal year 1947 a request for funds 
covering the preparation of plans and de- 
signs for office facilities at Muscle Shoals. 
This will enable us to complete our com- 
prehensive office development program for 
that location, deferred during the war, and 
to design the first building unit and related 
utilities to accommodate the board and cen- 
tral management staff. 

This schedule will also allow time to make 
adequate arrangements for the many related 
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problems attendant upon such a transfer. 
A well-ordered schedule ard plans for these 
matters will enable us to proceed without 
— these matters of housekeeping to 

ome a major distraction from our work 
—the valley program. 


“Now he wants to obey the law and 
move out of Tennessee,” the Senator 
said, “I think the headquarters ought to 
be in Knoxville which is the center of all 
the TVA. So I introduced my bill.” 

It has been referred to the Agriculture 
Committee. 

x * * * 


(= MENT ownership is necessary 
in certain cases for the good of the 
people, Lieutenant Governor Handy EI- 
lis, candidate for governor of Alabama, 
declared in Birmingham in a luncheon 
address recently after emphasizing that 
“T ama free enterprise man.” 

The exceptional cases Mr. Ellis listed 
as follows: When free enterprise en- 
gages in exploitation, when it is unable to 
meet the needs or requirements of the 
people affected in a field or service, when 
the field of service is too big for free en- 
terprise to undertake, or when the capi- 
tal outlay is too great and uncertain. 

As examples of the latter exceptions, 
the lieutenant governor referred to the 
atomic bomb and the Tennessee Valley 
Authority. The luncheon was sponsored 
by the downtown Lions club of Bir- 
mingham. A number of members of 
other civic organizations attended. 

Mr. Ellis said the great difficulty is to 
determine when governmental owner- 
ship and operation are justified. They 
are “never justified unless and until it 
clearly appears that free enterprise can- 
not or will not properly occupy an area 
or field of service, and when there is 
pressing dire need for that service—and 
when it cannot be longer delayed.” This 
decision is always a delicate one, he said, 
and since the decision has to be made in 
a representative government by its 
chosen governmental leaders, “their de- 
cisions are all important and have far- 
reaching effects—either for good or evil, 
and since they are human, we may ex- 
pect errors to creep in our governmental 
structures.” 
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Wire and Wireless 
Communication 


TILIZATION of modern automatic 
telephone equipment of the rotary 
type in the United States received impe- 
tus recently with the disclosure that the 
International Telephone & Telegraph 
Corporation, through its subsidiary, the 
Federal Telephone & Radio Corporation, 
had contracted to convert the city of 
Rochester, New York, from manual to 
high-speed automatic dial operation, ac- 
cording to John P. Callahan, writing in 
The New York Times. 

The development was considered espe- 
cially significant in communications cir- 
cles since it will be the second important 
installation in this country of IT&T ro- 
tary automatic telephone exchange equip- 
ment. 

Hitherto, this equipment has been 
manufactured and installed by the IT&T 
system in all parts of the world except 
the United States. Recently, the Federal 
Telephone Company contracted for the 
manufacture and installation of a rotary 
automatic telephone system in Lexing- 
ton, Kentucky. 

Students of the telephone communica- 
tions industry view IT&T’s entry into 
the domestic telephone equipment mar- 
ket as a distinct bid for the large poten- 
tial equipment business of some 6,400 in- 
dependent telephone companies in the 
United States. These companies, inde- 
pendent of the Bell system, have more 
than 5,000,000 telephones in service, it 
is estimated, with a plant investment of 
about $735,000,000 and annual gross 
revenues exceeding $20,000,000. 
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A spokesman for the American Tele. 
phone and Telegraph Company, which 
controls the operation of the nation-wide 
Bell system, on November 4th said that 
the installation of IT&T equipment in the 
country would in no way affect the equip- 
ment or operations of the Bell system. 
The Bell system equipment’s require 
ments are provided exclusively by the 
Western Electric Company, AT&T 
manufacturing subsidiary. 


EDERAL TELEPHONE engineers re 

ported that the contracts with Roch- 
ester and Lexington are exceptionally 
significant steps in communications 
manufacturing in the United States. Un- 
til World War II, they said, rotary equip- 
ment of the type developed by IT&T 
had been used only outside the United 
States. 

One of the principal manufacturing 
operations of Federal Telephone is the 
development and production of auto- 
matic telephone central office equipment. 
This equipment is in operation through- 
out subsidiary telephone operating com- 
panies of IT&T, which serves more than 
half of the telephones in South America, 
Central America, and the West Indies. 
It has been supplied also to telephone 
systems in many other parts of the 
world. About 72 per cent of IT&T tele- 
phones in service now are of the auto 
matic type. 

Federal Telephone’s latest equipment 
recently was demonstrated to officials and 
directors of the General Telephone Cor- 
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WIRE AND WIRELESS COMMUNICATION 


poration, largest independent telephone 
interest in the United States. Included in 
the demonstration was IT&T’s new unit- 
type dial telephone instrument. In ap- 
pearance similar to any modern tele- 
phone set on office desk or home table, 
this set differs in that it contains no maze 
of connecting wires among its com- 
ponents. 

A workman at the demonstration built 
an entire set from its components and 
had it in operation in two minutes. It 
can be completely disassembled in a min- 
ute and a half. 

IT&T’s rotary-type equipment differs 
from the present so-called step-by-step 
method of telephoning in that it permits 
direct dialing over long distances in areas 
where such equipment is installed, thus 
minimizing the multiple operations pre- 
viously required on such calls. 

Although rotary automatic telephony 
is new in the United States, it is well 
known to the world outside where, be- 
tween World Wars I and II, more than 
2,000,000 lines were installed in some 
two dozen countries. The rotary system 
was developed in the year following 
World War I primarily by IT&T’s Bel- 
gian associate, the Bell Telephone Manu- 
facturing Company of Antwerp. It was 
used extensively first in Paris in 1925, 
the contract for the conversion being 
awarded to IT&T French associates, Le 
Materiel Telephonique, when two com- 
mittees appointed by the French govern- 
ment recommended the rotary system 
after having made a world-wide investi- 
gation of automatic systems. 


WITZERLAND has a rotary automatic 

telephone system serving 87,000 tele- 
phones in Zurich and an area extending 
60 miles around it. This system was in- 
stalled with the idea of making it an in- 
tegral part of a nation-wide automatic 
network and was one of the first of its 
kind to be undertaken. Among its out- 
standing features were automatic toll 
switches, automatic multiple metering, 
and completely unattended rural offices. 
These offices, like many others in Eu- 
rope and other parts of the world, go 
unattended save for routine check-ups 
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and watchman service. Even the urban 
installations are serviced exclusively by 
day, it having been found unnecessary to 
work a night shift to maintain service. 

The rotary installation in Holland per- 
mits 70 per cent of all subscribers to dial 
their calls anywhere in the country. 

Making this possible is the rotary fea- 
ture of automatic toll ticketing, developed 
in Belgium just before World War II. 
This system of making automatic 
charges for long-distance calls by dial 
telephone is geared to rotary’s automatic 
drive. It makes a complete printed rec- 
ord of every toll call without participa- 
tion of any persons other than the calling 
and called subscribers. Automatic toll 
ticketing, which usually can be intro- 
duced with minimum modification of 
existing systems, replaces the cumber- 
some preparation of toll tickets by the 
operators. 

* * * * 


fem first international effort to re- 
store Europe’s war-damaged long- 
distance telephone service began in Lon- 
don on October 22nd at the first postwar 
conference of the Comite Consultatif In- 
ternational Telephonique, which was or- 
ganized in 1923. 

The CCIT conference, which was the 
first since the outbreak of war in 1939, 
sought to codrdinate press, restoring 
long-distance telephone communications 
which suffered widespread devastation 
from Allied bombings, and the destruc- 
tion caused in land battles. 


* * * * 


HE Federal Communications Com- 

mission last month granted the ap- 
plications of Westinghouse Radio Sta- 
tions, Inc., for five developmental sta- 
tions to test a new method of broadcast- 
ing called “stratovision.” 

The commission said “it is claimed this 
will enable one station to serve extremely 
large areas, or that several stations can 
be made into a network rendering televi- 
sion, frequency modulation, and fac- 
simile broadcast services to the entire 
United States.” 

Four transmitters will be installed in 
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an airplane operating at approximately 
30,000 feet—two to be used for FM 
broadcast tests, one for television test, 
and one for relaying tests to another 
plane. A fifth station will be located at an 
unspecified point on the ground to relay 
test signals, programs, or other com- 
munications to the plane. 

The commission said the Westing- 
house application indicated the experi- 
mentation would cover: 

A study of effects brought about by 
ground reflections on signals trans- 
mitted from moving planes. 

The feasibility of relaying programs 
from one moving plane to another. 

The effectiveness of antenna designs 
and other compact equipment installed in 
planes. 

Area served by transmission from 
30,000 feet. 

The best methods of transmitting pro- 
grams and other communications from 
ground to plane in flight. 

x* * * * 


Fen arg sapearong “toy whistle” vac- 
uum tube may make it possible for 
the householder to use a radio set as he 
now uses his telephone. So says Dr. 
George B. Collins of the radiation lab- 
oratories at Massachusetts Institute of 
Technology, where many of the great 
wartime advances in radar were devel- 
oped. 

Collins said the tube—known as the 
“microwave magnetron” —greatly en- 
hanced the detecting powers of wartime 
radar. He declared it may play an even 
more important role in peacetime radio 
communications. It may, he said, pave 
the way for every man to operate his 
own private radio station. 

Though tiny in size, it produces radio 
waves far shorter than were available 
before the war and does so at powers up 
to one hundred times greater than was 
possible in prewar years. Extremely 
short-length radio wave “pulses” are re- 
quired to allow a radar operator to dis- 
tinguish between one detected object and 
another close by. 

Before the tubes were developed, the 
wider wave lengths then employed would 


NOV. 22, 1945 


be reflected by two or more objects at the 
same time, making them appear as one 
on a radar “scope.” 

These microwave magnetron tubes are 
credited by military authorities with a 
major role in turning the tide against the 
German U-boats. 

The radiation laboratories recently de 
veloped a new magnetron tube which can 
emit continuous radio waves — rather 
than short pulses—and this device is 
therefore suitable for use in communica- 
tions systems. 

“This new type of microwave magne- 
tron,” said Dr. Collins, “will make pos- 
sible extremely large numbers of com- 
munications channels, all of which can 
operate simultaneously and without mu- 
tual interference.” 

It appears likely that in the long run 
this use of microwave magnetrons will 
prove to be more important than their 
use in connection with radar. Dr. Col- 
lins stated: 

Whether these magnetrons are used for 

urposes of radar or communication, their 
importance to mankind may be judged from 
the fact that they have made available ra- 
dio waves whose frequency range is, in ex- 
tent, about twenty times greater than the 
entire frequency range available previously. 

This will permit such a large number of 
communications to be carried on simul- 
taneously that it is not inconceivable that 
every individual in a moderate-size com- 
munity could have his own private frequency 
on which he may be called or listen. 

This is to be compared with the present 
situation in which there are not even enough 
frequency channels to supply the demand 
for radio stations. 


* * 


eee system of multichannel 
radio communication, used with out- 
standing success in European and Pacific 
battle areas to bridge the gaps where 
wires could not reach, soon may be wide- 
ly employed in this country to augment 
and extend our domestic services beyond 
the reach of wires and cables. 
Recently released from wartime re- 
strictions, the new system was demon- 
strated in New York city by ex- 
perts of the Bell Telephone Laboratories 
and New York Telephone Company. 
Army experts at the demonstration said 


* * 
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WIRE AND WIRELESS COMMUNICATION 


the multichannel system as employed in 
the ETO finally had made it possible 
eventually to link any two telephones in 
that area. 

An outgrowth of radar principles, in 
which a series of rapid-fire radio pulses 
are shot into space to detect the presence 
of an enemy, this system directs highly 
beamed short waves from station to sta- 
tion Over distances of several hundred 
miles to carry as many as 144 messages 
simultaneously. 

Newspapermen at the demonstration 
first witnessed, then took part in the send- 
ing of several telephone, telegraph, 
facsimile, and teletype messages simul- 
taneously over a 40-mile radio link in the 
5,000-megacycle region. Sending and re- 
ceiving apparatus to do this had been 
located on the top of the telephone build- 
ing at 140 West street in New York city 
and duplicate equipment atop a 50-foot 
tower at Neshanic, New Jersey. 

Using eight such sets of equipment at 
each end of the circuit, many 2-way chan- 
nels were provided between the two loca- 
tions. Over each channel thus created fur- 
ther subdivision created 18 telegraph cir- 
cuits, or 144 in all. This was done by 
what is known as “electronic multi- 
plexing.” 


ALKING distances greater than 40 

miles were made at will by electri- 
cally bending the channels and their mes- 
sages back and forth through the chan- 
nels thus created, on the single radio 
wave. The visiting group thus was able 
to talk and send messages over “equiv- 
alent distances” of 200, 1,400, and final- 
ly 2,000 miles—the latter distance equal 
to a wire circuit from coast to coast. If 
the circuit actually were stretched out 
from coast to coast it would work just 
as well, the experts said. 

The multiplexing system which made 
this position is known as “pulse-position 
modulation,” a form of FM which pro- 
vides unusual stability of operation over 
great distances. Towers spaced fifty to 
several hundred miles apart would carry 
the cross-country transmitting stations. 

Specifically, the system can simultane- 
ously send and receive 7 telephone, tele- 
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type, and facsimile and 18 telegraph mes- 
sages, or any combination thereof. To 
do this the pulse-position modulator 
“samples” each incoming program 8,000 
times per second. This resultant con- 
glomeration of pulses creates a complex 
radio wave containing all the necessary 
elements of the original programs, from 
which all the programs can be recon- 
structed again at the receiver. 

Major General William S. Rumbough, 
ETO signal officer, who attended the 
demonstration, spoke enthusiastically 
about the use of such microwave in the 
war, adding that nearly 600 separate units 
of various types had been employed with 
great success. 

Captain William R. Greer, who first 
took the apparatus overseas and trained 
men to use it, said it had been utilized 
extensively by Twelfth and Fifteenth 
Army groups, on the Rhine at Rebagen 
bridgehead and other strategic locations, 
and was capable of being quickly moved 
as the forces advanced. Equipment had 
been erected in the field, he went on, in 
twenty to thirty minutes. 

H. A. Apfel and A. B. Clark, Bell en- 
gineers, demonstrated the apparatus. 

ae ee a 


Fein will be heard by the Michi- 
gan Public Service Commission at 
Detroit on November 27th on a petition 
by the Michigan Bell Telephone Com- 
pany to reopen testimony in a rate case 
which was completed in July. 

William J. McBrearty, commission 
chairman, explained that the case, in- 
volving possible reductions in future 
rates, is separate from another case in 
which the commission ordered $3,500,- 
000 cut from rates for last year. The 
company’s appeal from that order is 
pending in the state supreme court. 

George M. Welch, president of the 
company, contended in the petition that 
conditions have changed with the end of 
the war since the testimony was com- 
pleted, and that “findings on presently 
known facts can be nothing other than 
speculative.” A major factor in the case 
was avoidance of Federal excess profits 
taxes through rate reductions. 
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Financial News 


1946 Utility Tax Savings 


y B- 1946 tax bill, sma 4 enacted 
by Congress and sent to President 
Truman for signature, will afford the 
utility companies the first substantial tax 
relief obtained in many years. Taxes 
paid by the electric utility companies 
have increased over fivefold in the past 
two decades—from $133,000,000 in 1926 
to $703,000,000 in 1944. During that 
time revenues have a little more than 
doubled, so that the ratio of taxes to rev- 
enues has increased from 9.4 to approx- 
imately 24 per cent. 

The new law reduces the income tax 
rate from 40 to 38 per cent and in effect 
levels the EPT rate from 85} per cent 
(net after 10 per cent postwar credit) 
to 38 per cent. Thus income taxes are 
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reduced about 5 per cent and excess prof- 
its taxes 55 per cent. In some cases the 
savings may be smaller, due to the pres- 
ent 16 per cent surtax exemption on in- 
come equivalent to preferred dividends. 
Some additional saving may result from 
cancellation of the Federal capital stock 
tax. 
According to the Federal Power 
Commission’s figures for class A and B 
electric utilities, excess profits taxes in 
the twelve months ended June 30th were 
$205,000,000 and the estimated saving 
would approximate $113,000,000. In- 
come taxes amounted to $193,000,000, of 
which nearly $10,000,000 may be saved 
next year. 

The total saving of $123,000,00 
amounts to approximately 45 per cent of 
the amount paid out in common dividends 


Est. Savings 

(000) Per Share 
55% Tax Rep. 
EPT Total Sav. Earn. 


13 $ .19 
1,850 80 
253 19 
519 1.33 
354 21 
7,128 
250 
302 
88 
575 
5,250 
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Est. Savings 
(000) 


Per share 





5% 55% 


Inc. EPT Total 
e-em Obey Cos. 7$ & ss tn 
ewport ee 
Pac. G.&E. 10,868 
Penn. W.&P. 73 156 86 
Phil; BDA sadcetnvicas 
Pub. Serv. Colo. ....... 
Pub. Serv. Ind. ........ 
San Di 
Sierra 4 
So. Calif. Ed. 
United Illum. .......... 
Wisc. Elec. P. ......... 


Elec.-gas Hold. Cos. 

Amer. G, 

Amer. P.&L. $6 pfd. .... 

Citien: Sew. Ge sso nea 

Col. G.&E. 

Common. & Sthn. pfd. .. 

Consol. E.&G. pfd. ..... 
P.&L. 





Ill. Power 

8 | oa eee 
Niag. Hudson P. ....... 
No. AGN: Sv se ccs 
Pee 
Pub. Se0Gs Bes Je. os0sa0c0 
Std.G.&E. $7 pfd. ...... 
United Gas Im. ........ 


Manufactured Gas Cos. 
Savannah St. Aug. ..... 
Jacksonville Gas 
Natural Gas Cos. 
Okla. Nat. Gas 
Natl. Fuel Gas 
Lone Star Gas 
Mobile Gas Serv. ....... 
United Gas 
Peoples Gas 
Laclede Gas L. ......... 
El] Paso Gas 
So. Natl. Gas 
No. Natl. Gas ya 
Panh. East. Pipe L. ..... 2,735 
Ark. Nat. Gas A 1,516 
Transit Cos. 
Balt. Transit $1,119 
Syracuse Trans. ....... 43 
St. Louis P.S. A 660 33 1,056 
East. Mass. St. Ry. .... 293 882 1,050 
Capital Trans. ......... 797 1,905 
Natl. City Lines 635 1,552 
Chic. So. Sh. & So. Bend 299 309 69 184 
Telephone & Telegraph 
Amer. Tel. & Tel. ...... $102,684 $192,868 $5,144 $106,077 $111,211 
Amer. Cable & R. ...... 1,561 558 78 307 385 


*Including nonrecurring tax savings where data are available. 
#There are substantial preferred arrears. 
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PUBLIC UTILITIES FORTNIGHTLY 


for the same period. It would reduce the 
percentage of revenues paid out in taxes 
to around 18-19 per cent, which, how- 
ever, is still above the prewar ratio. 

Actually the saving may be somewhat 
greater since utilities have been able to 
avoid a considerable amount of excess 
profits taxes in 1944-5 by charging off 
premiums on refunded securities. In 
many cases these savings are offset by a 
special item, “charge in lieu of tax sav- 
ing,” but this item is not included in 
the compiled tax figures. 


ager from excess profits taxes 
should also benefit certain utilities 
(particularly the large Michigan com- 
panies, such as Detroit Edison, Con- 
sumers Power, and Michigan Consoli- 
dated Gas) which have been subject to 
political pressure to make substantial re- 
funds to customers or rate cuts. The 
theory was that any rebate or rate cut 
would be borne to the extent of six-sev- 
enths by the Federal Treasury (where 
EPT were paid), and only one-seventh 
by the company. Hence it was only nec- 
essary to obtain some excuse for levy- 
ing the one-seventh against the com- 
pany, and this was usually done in Mich- 
igan by ordering the companies to re- 
duce depreciation, amortization, or con- 
tingency charges. The ending of EPT 
should cut the ground from under these 
special levies and restore commission 
rate regulation to the prewar standard 
of “fair return on fair value.” 

In the accompanying table an effort 
has been made to estimate 1946 tax sav- 
ings for those individual companies 
which pay EPT and for which complete 
tax data are available for the calendar 
year 1944, or for a 1945 interim period. 
Nonrecurring tax savings due to plant 
write-offs, new financing, etc., have 
been included as equivalent to additional 
EPT, where such savings have been 
noted in the income account. Since many 
interim reports are abbreviated, it has 
been necessary to use calendar year fig- 
ures in a large number of cases. Com- 
= tax figures for American Power & 

ight, Electric Power & Light, and Na- 


tional Power & Light are not presented 
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in the annual reports to stockholders but 
may be obtained from special reports 
on file with the New York Stock Ex- 
change. 

While the savings have been converted 
into share amounts for comparison 
with reported share earnings for the 
same periods, it is dangerous to assume 
that 1946 earnings might approximate 
the sum of the two figures. If tax say- 
ings are substantial and the rate of re- 
turn exceeds what the state commission 
regards as “a fair rate of return,” rate 
cuts may be in order, either on a volun- 
tary or negotiated basis. Also, loss of 
wartime industrial business, heavier op- 
erating expenses, and other factors may 
tend to offset tax savings. 

Nevertheless, the figures indicate the 
great importance of the potential tax sav- 
ings from the viewpoint of common 
stockholders. 

Among the more important companies 
not included in the list because of prob- 
able relatively small benefits from the 
new tax bill are California Electric 
Power, Central Vermont Public Serv- 
ice, Consolidated Edison, Consolidated 
Gas of Baltimore, Derby Gas & Elec- 
tric, Michigan Public Service, Missouri 
Public Service, Montana-Dakota Utili- 
ties, Puget Sound Power & Light, South- 
western Public Service, Tampa Electric, 
West Penn Power, American Water 
Works, Electric Bond and Share (par- 
ent company only), Twin City Rapid 
Transit, Kansas City Public Service, 
Consolidated Natural Gas (temporarily 
out of the EPT bracket because of its 
heavy explosion losses), Washington 
Gas Light, and International Telephone 
& Telegraph. 

Detailed data on Federal taxes have 
not been readily obtainable for a few 
important utility companies such as 
Empire District Electric, Western Mas- 
sachusetts Companies, American Light 
& Traction, Middle West Corporation, 
Birmingham Gas (also a number of 
small New England gas companies), 
Los Angeles Transit, Third Avenue 
Transit, Philadelphia Transportation, 
Cincinnati Street Ratweb, and Western 
Union Telegraph. 
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Depreciation 


HE October issue of the Analysts 

Journal contains an_ interesting 
article on “Depreciation and Utility Se- 
curity Analysis,” by Alan W. Hastings, 
vice president of Engineers Public Serv- 
ice Company. The article points out that 
the depreciation problem received rela- 
tively scant attention prior to the 
1930’s, the telephone industry being the 
only segment of the utilities which devel- 
oped “proper” depreciation accounting 
at a relatively early stage. The NARUC 
accounting classification of 1924 provid- 
ed only for the retirement reserve 
method: This was generally used except 
in California, where the sinking-fund 
method had been in use for about a 
decade. In the early 1930's the depres- 
sion served to focus regulatory attention 
on rates and depreciation, but it was not 
until 1937 that NARUC adopted a new 
system of accounting, though some for- 
ward-looking electric companies had al- 
ready developed improved accounting 
methods. Up to that time there was a 
rather wide divergence of opinion and 
policy as between depreciation and “re- 
placement” accounting. 

According to-a record for 17 com- 
panies compiled by an EEI committee, 
depreciation reserves in 1911 averaged 
only 3.41 per cent of plant value. In the 
next decade this increased to 9.37 per 
cent, but during the 1920’s and early 
1930’s there was little change in the ra- 
tio, possibly due to the huge amount of 
new construction during that period 
which presumably resulted in substantial 
property retirements. During the period 
1932-43, however, there was a rapid 
gain in the ratio from 9.93 per cent to 
20.04 per cent. This may have been due 
in part to plant write-offs, as well as to 
increased credits to the reserve. 

Mr. Hastings points out that there is 
still a wide divergence in depreciation 
policy, with reserves ranging from 3 per 
cent to 84 per cent. The average for $52 
companies is 17 per cent. Of the three 
major schools of thought on the sub- 
ject, one takes the position that depre- 

/eiation cannot be determined except by 
constant engineering appraisal. This 
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group may even go so far as to deny any 
plant depreciation except to the extent of 
deferred maintenance necessary to in- 
sure 100 per cent efficiency. They claim 
that four-fifths of all retirements are due 
to obsolescence, inadequacy, govern- 
ment requirements, or other nondeter- 
minable factors, which make it impos- 
sible to figure normal life. These execu- 
tives would merely set up a reserve for 
equalizing annual charges. 


B dpm second school of thought as- 
sumes that the estimated life of each 
unit of the property can be estimated, 
hence set up what is called the “straight- 
line” method of depreciation account- 
ing. The third school takes a more 
scientific approach by including an inter- 
est factor (since money set aside should 
bear interest). This results in “sinking- 
fund” or other special methods of depre- 
ciation accounting. The inclusion of the 
interest factor is highly important, for a 
reserve of 20-35 per cent required under 
the simple straight-line method could be 
reduced 12-25 per cent when compound 
interest is taken into account. The recent 
trend among regulatory authorities is 
toward the sinking-fund method (used 
in California for thirty years), but the 
New York commission remains an out- 
standing advocate of the straight-line 
method, retroactively applied. “So far,” 
Mr. Hastings states, “this commission 
has been unsuccessful in getting legal 
sanction for its methods, although it has 
made great progress administratively 
toward forcing adoption of the straight- 
line method in the state.” 

Another confusing factor is the lack 
of relation between income tax and book 
depreciation. The 5-year amortization of 
so-called emergency war facilities for tax 
purposes has caused sharp increases in 
the differences in recent years. The 
Treasury permits straight-line depre- 
ciation and, as Mr. Hastings remarked, 
“tax depreciation is determined on the 
basis of a horse trade with the tax ex- 
aminer.” Thus the tax figures are no 
scientific guide, since the utility is inter- 
ested in making them abnormally large 
and the Treasury Department works on 
averages for the country and ignores 
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physical and statistical factors such as 
average age, rate of growth, climate, type 
of construction and property, and other 
special factors, until their effect is ap- 
parent in the accrued tax reserves. 


H”™ do Wall Street analysts ap- 
proach the problem of determin- 
ing, in their study of utility security 
values, whether depreciation charges or 
reserves are correct? Rule-of-thumb 
‘tests are (1) the ratio of depreciation to 
revenues (less cost of purchased 
power), (2) the ratio of maintenance 
and depreciation to adjusted revenues, 
) and (3-4) similar ratios to plant ac- 
\ count. The second ratio was more use- 
ful prior to 1937, for before that year 
the state commissions did not make any 
rigid dividing line between expenses 
and capital charges. At the present 
time the depreciation ratio alone is prob- 
ably more accurate for comparisons be- 
tween companies. 

Relating of maintenance and depre- 
ciation charges to plant account instead 
of gross revenues would normally be a 
more satisfactory tool than the revenue 
ratio, according to Mr. Hastings, but the 
difficulty with this ratio is that the large 
amount of plant write-offs in recent 
years tends to spoil historical compari- 
sons for a given company, or compari- 
sons between different companies in a 
given year. As the policy regarding 
write-offs becomes clarified and more 
uniformly applied, the depreciation 
ratio to plant account will become in- 
creasingly useful. A needed refinement 
in the use of the plant ratio is to obtain 
“depreciable” plant value, excluding 
land and other nondepreciable assets, but 
this figure is not available to the average 
analyst. 

The accuracy of revenue ratios for 
historical comparisons has also been in- 
validated to some extent in recent years 
by the substantial increase in output and 
revenues in relation to plant, due to war- 
time industrial demands, heavy use of 
stand-by facilities, etc. 

Mr. Hastings points out four major 
factors which the analyst should consid- 
er in studying the depreciation charge or 
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reserve of any individual company: 
(1) the rate of growth (which does not 
include acquisition of going properties), 


-(2) the effect of hydroelectric or other 


long-life property, (3) weather (soil 
conditions, hurricanes and _ electric 
storms, range of humidity and tempera- 
ture), and (4) the attitude of regulatory 
authorities (more important for short- 
time than longer-term effects). 


a 


Western Union Adopts Radio 


b” "Sesser Union TELEGRAPH Com- 
PANY recently announced a pro- 
posed basic change in operations, sup- 
planting the old-fashioned poles and 
wires with a radio system. The present 
2,300,000 miles of wire channels will 
eventually be replaced by thousands of 
super high-frequency FM radio-beam 
stations. The new towers, which in rural 
areas will be steel structures with 12-foot 
cabins, will be operated at a distance, 
sending simultaneously 1,000 or more 
messages, facsimile and teletype. Even- 
tually the system may be expanded to in- 
clude television relays on a network 
basis. 

The company expects to spend some 
$62,000,000 over a period of years to in- 
stall the new system and provide other 
service improvements. It is not clear 
whether this figure allows for the possi- 
ble salvage values which might be re- 
claimed from existing wire lines. Thus 
far only a test channel has been estab- 
lished on an experimental basis between 
New York and Philadelphia, but this has 
proved entirely successful during some 
months of operation. The basic radio ap- 
paratus has been developed after twenty 
years of research by Radio Corporation 
of America, which has licensed it to 
Western Union. The cost of the license 
has not yet been revealed. 

Without further data it is difficult to 
forecast the ultimate effect on Western 
Union’s earnings of the new major de- 
velopment. Substantial write-offs in the 
present plant account of $389,262,998 
may be necessary, but much of this prob- 
ably consists of land, real estate, and the 
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international cable system. Depreciation 
reserve amounts to $165,027,502 (as of 
December 31, 1944) or about 42 per cent 
of plant account. 


T seems probable that Western Union 
I will acquire the teletypewriter ex- 
change service and leased wire-telegraph 
services Of the Bell telephone system, 
which would seem to fit into its new pro- 
gram of expanded operations. It seems 
logical to expect a substantial decline in 
the cost of long-distance communication 
as the result of the new radio system, and 
benefits will doubtless be passed along to 
the public through lower rates. Use of 
the facsimile method will assure accuracy. 

In the past Western Union has not en- 
joyed the same stability of earnings as 
the electric utilities—it was “in the red” 
in 1932 and 1938, for example, because 
of the low volume of industrial com- 
munications and the fixed overhead for 
maintaining facilities. 

In the future, it appears likely that 
operations will become more diversified 
and the proportion of labor costs some- 
what lower, thus helping to stabilize earn- 
ings. 


Transit Company Stocks 


RICE-EARNINGS ratios and yields in 

the accompanying table of transit 
company stocks are obviously abnormal 
(as compared with those for electric-gas 
companies) because of the temporary 
wartime stimulus to earnings, and (in 
cases such as Baltimore Transit, Eastern 
Massachusetts Street Railways, and 
Third Avenue) the large arrears of divi- 
dends or interest on senior securities. The 
earnings figures in this table differ in 
some cases from those in the special ta- 
ble on tax savings, since the latter were 
compiled for periods in which complete 
tax figures were available rather than for 
the latest interim period. 

The data for individual transit com- 
panies can obviously only be interpreted 
in relation to special factors affecting 
each company. Nevertheless, the figures 
here tabulated may be of interest in giv- 
ing a general picture of the industry and 
reflecting the wide disparities in the 
ratios. Principal price gains since the 
table was last published were in Balti- 
more Transit, St. Louis Public Service 
A, Cincinnati Street Railway, and Na- 
tional City Lines. 


TRANSIT COMPANY STOCKS 


Where Price Recent Share Earn. Earn. 
~—— — 12 Mos. Amount 


Dec. 
June 


Baltimore Transit 
Los Angeles Transit 8 
Rochester Transit Oo 10 
Syracuse Transit O 25 
Twin City Rapid Transit .. 12 
Kansas City Pub, Serv. ...O 6 
Third Avenue Transit .... 12 
St. Louis Pub. Ser. A 

Eastern Mass. St. Rys. .... 

Capital Transit Oo 

Phila. Transportation 
Duluth-Superior Transit .. 
Cincinnati St. Ry. ........ O 
National City Lines* 

Chic. So. Shore & So. Bend O 


Aug. 
Market St. Ry. pr. pfd. ....S 


Dec. 


Price- 

1945 
Range 
7-3 

10.0% - 
7.7 30-25 
om 15-9 


Vield 
Ratio About 
$ .25(d) 28.0(d) eu 
1.65 9 
1.43 
4.23 


3.04 
a 3 

D.15 

1.91 


©, SPONDS 
©o- LhONO 


+r 


LRRD, woe 
SSSLEEEA 
MO 0 & 910 
FOnnuneho 


S—Stock Exchange. C—Curb Exchange. O—Over-the-counter or out-of-town exchanges. 
*Holding company controlling a number of bus lines over separate local systems. **After con- 
tingency charge, the amount of which is not stated. #Large arrears on preferred stocks, ¢Com- 


pany being liquidated. (a) Arrears on preferred stocks. (b) Initial 


ividend of $3.50 on the 


preferred (annual amount) and 25 cents on the common were paid January 2, 1945. (c) Full in- 
terest not paid on income bonds. (d) Interim 1945 figures show sharp improvement, but there are 
large preferred arrears. NA—Not available. D—Deficit. 
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What Others Think 


AGA Holds First Postwar Meeting 


Fp at the twenty-seventh 
annual meeting of the American 
Gas Association at New York city, Oc- 
tober 24th to 26th, numbered slightly 
over 400, although it had been expected 
that only 250 would attend, in view of 
the necessity for hasty last-minute plans, 
following the sudden removal of the ban 
on conventions. 

The general tenor of this session was 
one of optimism, based on the postwar 
opportunities for the gas industry. 
Speakers cautioned the need for careful 
planning to meet successfully the com- 
petition of other fuels in current and fu- 
ture sales markets. Considerable interest 
was evidenced in the Federal Power 
Commission’s investigation of natural 
gas. But the gas men appeared to regard 
this as a matter of even greater concern 
to state public service commissions. 
These regulatory bodies, it was pointed 
out in informal conversation, fear en- 
croachment and possible interference 
with their functions by FPC. 

New ideas for furtherance of the 
“New Freedom” gas kitchen program 
were presented by the sales promotion 
committee, which features a broad na- 
tional advertising program and sound 
slide movie presentations to capture the 
homemaker’s attention. All-gas service, 
now made possible through the develop- 
ment of a complete line of kitchen gas 
appliances, was considered the best ap- 
proach to meet the highly competitive 
markets. 


ALPH W. GALLAGHER, chairman of 
the board of Standard Oil Com- 
pany of New Jersey, presented a chal- 
lenging address at the afternoon session 
of October 24th, entitled “Leadership 
and American Business.” He stressed 
the need for American businessmen to 
take the initiative in trying to solve pub- 


NOV. 22, 1945 


718 


lic problems, meet public demands, and 
answer public questions from the stand- 
point of industry. Showing up fallacies, 
he said, was most important hut not 
enough, because it indicated ony a de- 
fensive attitude and would not represent 
a positive response to public needs. He 
said : 

People will follow someone who tries to 
find answers to their deeply felt needs. They 
will desert leadership which ignores their 
needs or which is limited to criticizing pro- 
posed solutions without putting forward any 
alternatives. 

As evidence of this we have only to con- 
sider the support that can be obtained for 
what are often called “crackpot ideas” when 
those ideas seem to offer solutions to prob- 
lems which face large numbers of people. 
The Townsend plan is a good example. It 
won thousands of followers because it of- 
fered a scheme, however impossible of prac- 
tical operation, for meeting the desire of 
people for economic security. It lost its force 
following the adoption of more practical 
measures which attained the same objective. 


Mr. Gallagher contended that so-called 
“crackpot ideas” are symptoms of public 
restlessness which may deserve more 
consideration than usually is given them. 
He added: “Let us never be so intent on 
pointing out the ten good reasons why 
something won’t work that we give the 
impression we don’t want it to work!” 

J. French Robinson, retiring president 
of the AGA, and also president of the 
East Ohio Gas Company, described to 
the convention how the entire gas indus- 
try is mobilized for peacetime just as it 
was mobilized for war conditions. Amer- 
ican business and American industry are 
in a process of evolution and have been 
for some time, he said. The war was a 
violent, explosive prelude to the critical 
period ahead, and for many months the 
association has been preparing for 
emergence from the war period. 

There still is great need for purpose- 
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ful, intelligent action, Mr. Robinson de- 
clared. The wartime controls of Federal 
agencies of the War Production Board 
and Petroleum Administration for War 
have been canceled and the gas industry 
is now in a position to render consumers 
the best service ever, he said. The asso- 
ciation is a part and parcel of the gas 
industry, and is also a part of the Ameri- 
can social economy. It will welcome 
changes which advance the American 
prosperity and will assist in all such 
changes that will work out advantage- 
ously to all, Mr. Robinson said. 


6< Gu Forward with Research and 

Promotion” was the title of a 
symposium led by Ernest R. Acker, 
chairman of a special committee and 
president of the Central Hudson Gas & 
Electric Corporation (Poughkeepsie, 
New York), revealing the development 
of research work through the support of 
member companies to the extent of $1,- 
000,000. Mr. Acker described how this 
money was being used and expressed the 
need for continuation of this program in 
the over-all interest of the gas industry. 
The funds are allocated to production 
research, utilization and general research, 
national advertising, and general sales 
promotion. 

P. T. Dashiell, vice president, Phila- 
delphia Gas Works Company, Philadel- 
phia, serving as chairman of the gas pro- 
duction research committee, suggested 
that research in gas production methods 
had been of great value during the past 
year, due to the creation of new thinking 
on the problems involved, resulting in 
special studies to find new ways to im- 
prove production. 

Guest speaker of the convention was 
Governor Clarence W. Meadows of 
West Virginia, who discussed the con- 
tributions which the natural gas indus- 
try has made to the progress of his state. 
He expressed confidence that such prog- 
ress would continue. He pointed out that, 
according to a U. S. Bureau of Mines 
publication of 1942, 14,100 out of 56,- 
160 producing gas wells in the United 
States—or approximately 25 per cent of 
the total—were located in the state of 
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West Virginia. Yet only 7 per cent of 
the total volume of natural gas produced 
came from these wells during that same 
year. This disparity, he said, indicates 
that West Virginia, although compara- 
tively small in production, has economi- 
cally sound ventures because of the high 
quality of gas produced and accessibility 
to the great domestic and industrial mar- 
kets. 

Over $500,000 is to be spent on na- 
tional sales promotion programs for the 
“New Freedom” gas kitchen, according 
to a report by J. J. Quinn on “National 
Advertising.” Codperating in this pro- 
motion, including financial support, is 
the Association of Gas Appliance and 
Equipment Manufacturers. 

Lyle C. Harvey of the Association of 
Gas Appliance and Equipment Manu- 
facturers, speaking on “General Promo- 
tion,” warned that even greater competi- 
tion would be faced in the postwar peri- 
od, which further pointed to the need of 
continuation of the general sales promo- 


tion program being undertaken by the 
industry. There were reported to be 20,- 
305,000 gas customers now being served 
in the United States. 


- was revealed that the FPC had re- 
quested the American Gas Associa- 
tion to appoint three representatives to 
appear before the commission for a study 
of the natural gas situation in relation 
to interstate use. AGA took the stand 
that it could not represent the gas indus- 
try in such a matter, but put its facilities 
at the disposal of FPC to supply facts 
and other desired information to further 
the study. E. Holley Poe made a detailed 
report (elsewhere reviewed in this is- 
sue—page 720). 

Colonel Hudson W. Reed spoke on 
“Meeting Our Competition.” According 
to Colonel Reed, the customer is less con- 
cerned with the small cost of gas serv- 
ice, provided the type of service being 
rendered is wholly satisfactory. He cited 
the need for continued promotion, but 
warned that statements prepared for 
public reading be carefully scrutinized 
for accuracy and ethical policies and 
practices. 
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“I CALL IT LUCIFER CAKE BECAUSE I STARTED OUT TO 
MAKE AN ANGEL CAKE AND IT FELL” 


J. French Robinson was given the 
Charles A. Munroe Award in recogni- 
tion of his work in mobilizing the gas in- 
dustry for wartime production and serv- 
ice. He was succeeded in the presidency 
by Everett J. Boothby, who is also vice 
president and general manager of the 


Washington (D.C.) Gas Light Company. 

Atlantic City, New Jersey, was chosen 
as the headquarters city of the 1946 con- 
vention, to be held during the week of 
October 7th. Full convention plans were 
proposed, including exhibits. 





Poe Reviews FPC Natural Gas Investigation 


TTEMPTS by the Federal Power Com- 
mission—and supporting coal, rail, 

and labor interests—to extend the agen- 
cy’s control over the natural gas indus- 
try were sharply attacked recently by E. 
Holley Poe, nationally known natural 
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gas authority. Addressing the annual 
convention of the American Gas Asso- 
ciation in New York city last month, Mr. 
Poe declared that the fundamental pur- 
pose of FPC’s current natural gas in- 
vestigation is simply to obtain evidence 
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to support its case for extending its own 
authority. 

Pointing out that it may become “next 
to impossible” for the FPC to piece to- 
gether an objective correlation of indus- 
try information out of the “mass of ex- 
traneous and opinionated evidence pre- 
sented,” he said that it would, however, 
“supply the commission with some de- 
gree of weight and authority to bolster 
almost any conclusions that it may care 
to draw in making its recommendations 
to Congress.” 

Mr. Poe, who is in charge of direct- 
ing the natural gas industry’s case be- 
fore the hearings, declared that the com- 
mission had already scored two other 
advantages : 

1. The hearings have practically blocked 
off all competition by other governmental 
agencies and congressional hearings that 
might even discuss legislation affecting the 
natural gas industry. A full investigation of 
the entire fuel energy resources picture by 
any special congressional committee is now 
highly improbable, and the Department of 
the Interior is shouldered out entirely as an 
agency that had tried to compete for author- 
ization to do the investigating job. 

2. To the extent that disgruntled small 
producers have been able to gain a platform 
to air their grievances against pipe-line com- 
panies, the commission is able to present a 
picture of the industry as at war with itself. 


Ov the other hand, he said, the nat- 
ural gas industry has made the fol- 
lowing important gains : 

1. It has to a large measure coun- 
tered the “propaganda of apprehen- 
sion over the future supply of natural 
gas” by Dr. E. DeGolyer’s testimony 
that reserves proved by drilling in 
major fields already totaled at least 140 
trillion cubic feet. 


2. It has been supported in its op- 
position to enlarged Federal control 
by advocates of strong state regulation 
and conservation measures. 

3. It has been backed by evidence 
showing that practically all areas with 
an excess of gas want to be able to ex- 
port it without hindrance, providing 
only that the price is fair, and consum- 
ing areas demand that they be given 
unrestricted access to any production 
source that is willing to serve them at 
an equitable price. 


Declaring that the natural gas indus- 
try is convinced that FPC’s jurisdiction 
should be restricted, not enlarged, Mr. 
Poe said that the industry’s case is being 
presented on the basis of these general 
principles : 


1. We assume that the purpose of the in- 
vestigation is to bolster an anticipated re- 
quest to Congress, by the commission, for 
more comprehensive powers to regulate and 
control natural gas. 

2. We regard it as completely impossible 
to separate considerations of natu gas 
policies from those of all other energy re- 
sources, particularly coal and oil. 

3. Therefore, agencies and industries will 
have to be investigated that are not subject 
to the jurisdiction of the commission. 

4. Where essential facts respecting other 
fuels are not readily forthcoming from vol- 
untary industry witnesses, it must be our re- 
sponsibility to direct the investigation into 
those neglected channels. 

5. We will present, as the industry’s case, 
all available or inable information that 
we believe falls within the scope of the com- 
mission’s legitimate interest under the pres- 
ent Natural Gas Act as amended—and no 
more. 

6. The summary of the industry’s case 
will be a brief for reasonable regulation, 
held at the minimum consistent with the 
public good, and permitting freedom for 
economic expansion in the public interest. 





TVA Article in 
Searching Comment 


HE article, “The Taming of the 
4 Tennessee,” which appeared in Col- 
lier’s for August 9th, has prompted some 
interesting comment. It was written by 
William L. Chenery, the magazine’s 
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Collier's Attracts 


publisher, whose authorship, perhaps, in 
addition to the subject being so well pub- 
licized, lent added weight in the mind of 
the casual reader to the writer’s observa- 
tions and conclusions. 
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In any event, one result has been an ference, however, and assume interest at 2} 


n per cent. Using this rate of interest, TVA 
exchange of correspondence betwee Owes the government $90,000,000 ou tn ooner 


Ben C. McCabe, president of the Na- investment for the past ten years. ... 
tional Tax Equality Association, and Mr. Coupled with this last statement is an- 
Chenery. While Mr. McCabe is much other jewel in column 3, “All TVA net in- 


i : i i come after expenses and contribution oes 
nterested in the question of taxes, his to the Fede! govestuiat". Tux i lot 


letters touch upon several other angles stuff and nonsense. If you will refer to the 
in the TVA setup and cast light upon Treasury Bulletin fot-1945, page 67, you will 
certain of the statements in the article. see that not one cent has been paid to the 
Writing to Henry LaCossitt, editor of Treasury under headings: (1) repayment 
Collier's, on August 13th, Mr. McCabe’s of a (2) oy sew “ —s 
, : 9 war. 5 capital. . . . You will not find any net in- 

first comment is upon the item in the au- come of TVA for the past ten years which 


thority’s 1944 annual report for flood- } SS ——— hayes to re- 
: uce ebt. True, this provision is in 
control expense. He made the following the charter of TVA, but the article under 


statement : discussion purports to give the financial his- 
. . . Revenues of almost $35,000,000 are tory of TVA, a realistic story of its opera- 
reported and, roughly, $900,000 is indicated tion. ... 
as flood-control expense, or about 2 per cent 
I had been under the impression that the 4 s to the question of opposition to 


primary purpose of TVA was flood control. . . 
At least, that was the constitutional excuse TVA, referred to in the article as 


under which Congress was given the power being “dead,” Mr. McCabe has this to 
to grant its incorporation. In other words, say: 


approximately 2 per cent of TVA income 

was spent for its major purpose. 

He then quotes from the Collier’s ar- 
ticle, “Last year, 1944, the TVA paid to 


state and local governments $2,168,824,” 
and asks: 


... Why not tell the whole story? Any util- 
ity, with operating revenue of $35,400,000, 
would have paid in state, local, and Federal 
taxes, roughly, 25 per cent of its gross, or, 
in this case, approximately $9,000,000 to sup- 
port the government. With tax immunity of 
this proportion, little wonder that TVA can 
sell its power for 1 cent per kilowatt. Any 
operating utility could do likewise if it paid 
so little in taxes. Furthermore, no operating 
utility can compete with this sort of sub- 
sidized enterprise. It follows inevitably that, 
if the TVA method is extended to other 
river authorities, private enterprise in these 
regions will likewise be strangled—with a 
tax loss to the Federal government of stag- 
gering proportions, as well as a prodigal 
waste of present invested engi which 
would result. 


Mr. McCabe’s letter continues: 


I further notice in column 4 a statement 
of profit shown at $14,116,000, and the con- 
clusion that capital invested by our govern- 
ment could be paid off at this rate in eighty 
years with interest at 24 per cent, or in sixty 
years at 2 per cent. Does this infer that TVA 
is paying interest on our money invested? I 
can find no indication of this in the record 
for the capital costs of building TVA are 
conveniently lost in the reservoir of “Inter- 
est on Government Debt.” Let’s split the dif- 
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I rather think Mr. Chenery’s statement, 
“The fight against government ownership 
as practiced by TVA is almost as dead as 
the opposition to the Panama canal and the 
United States Post Office,” is as misleading 
and as essentially untrue as anything in the 
article. I can refer Mr. Chenery to but a 
few of the many belligerent statements and 
publications, which represent a large seg- 
ment of population, such as The Voice of 
Labor for April 14, 1945, speaking for the 
Union of Coal Miners; the Chamber of 
Commerce of the United States Referendum 
No. 81 of May 29, 1944; The Mississippi 
Valley Association “Facts and Fallacies,” 
March, 1945; and the Biddle Survey, March 
18, 1945. These represent labor as well as 
management. If the “public” can be repre- 
sented by the press, one need only thumb 
through issues for June and July of the 
Omaha World and the Miles City (Mon- 
tana) Star. These are not isolated cases, for 
the literature of opposition is legion, and to 
indicate otherwise as Mr. Chenery has done 
is a sin of immense importance which I can- 
not believe he does not recognize. 

And, mind you, these are criticisms voiced 
by others than the electric power industry. 
The industry itself criticizes the TVA meth- 
od because it pays little or no taxes and no 
interest on government funds invested. If 
TVA includes these costs, as Collier’s must 
include these costs in its accounting, or as I 
must include them in mine, then T.VA would 
need to double its rates to break even, with- 
out providing anything to reduce its invest- 
ment. 


At the close of this letter, he said: 
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In conclusion, let me say that there is 
scarcely a statement of fact made in this 
article which does not need “footnoting,” 
correction, or interpreting. Now, I am just 
a common citizen looking for factual infor- 
mation and for light that can be shed on this 
controversial issue. I am also the president 
of the National Tax Equality Association 
representing thousands of small business- 
men located in all sections of the country 
and in all types and kinds of business ac- 
tivity. 

We are going to urge our membership and 
our business associates, particularly small 
business, which is feeling the pressure of 
subsidized competition, no longer to tolerate 
seeing a large portion of the reading public 
consciously misled by articles of this kidney. 
Genuinely honest differences of opinion are 
part and parcel of the American heritage 
which your publication most certainly has a 
right to exercise in its editorial columns ; but 
to give your readers opinion disguised and 
masqueraded as fact is to be condemned in a 
publication with the Collier's tradition. Cer- 
tainly an article based on observable fact 
should be treated with a high degree of in- 
tellectual honesty. ... 

This letter we shall send to our entire 
membership and many business organiza- 
tions with large membership lists through- 
out the country. If your readers are to con- 
tinue to have confidence in the integrity and 
the essential morality of your reporting, 
then what is “opinion” and what is fact 
should be made available to both sides of 
this controversy in your publication. 


rk. CHENERY, under date of Sep- 

tember 7th, wrote to Mr. McCabe 

in reference to the latter’s letter to Col- 

lier’'s editor, Mr. LaCossitt. In his letter 

Mr. Chenery replied thus to certain of 
the criticisms made by Mr. McCabe: 


You are in error, I think, in stating that 
the primary purpose of the TVA was flood 
control. There wasn’t much uncertainty 
either in Congress or in the press discussions 
at the time the TVA Act was passed of the 
fundamental purpose. Flood control, navi- 
gation, and power production were all ob- 
jectives. The debate in Congress was per- 
fectly explicit. 

When the constitutionality of the act was 
argued in the Supreme Court, emphasis was 
put on navigation and flood control. If you 
visit the country, you will find that a quite 
adequate and successful plan of flood con- 
trol has been put into effect. 

There is no concealment by the TVA or by 
anybody else on the payments by the TVA 
to local governments in lieu of taxes. You 
will find if you care to a letter signed by the 
three directors under date of December 22nd 
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last directed to the Speaker of the House of 
Representatives and the president of the Sen- 
ate giving a full report on this matter. Of 
course, it is true that the Federal govern- 
ment pays no taxes to itself on the TVA op- 
eration. 

The TVA is paying interest only on the 
bonds. It is not paying interest on the money 
directly appropriated from the Treasury. It 
is true, however, that on the basis of the sum 
allocated to power production, approximate- 
ly $500,000,000, the TVA is earning power 
revenues that make it a completely solvent 
business measured by private standards. 
Such, at any rate, is the opinion of utility 
men in the region and the arithmetic seems 
to be right. 

I was not discussing in my article the 
propriety of the United States government 
expending $500,000,000 in power develop- 
ment in the Tennessee valley. That question 
was settled in 1933. What I sought to do was 
first to understand the effects of this invest- 
ment and second to tell as plain a story as 
I could of what had happened following 
this investment. 

The statement that the fight against gov- 
ernment ownership as practiced by the TVA 
is almost as dead as the opposition to the 
Panama canal and the United States Post 
Office is neither misleading nor untrue. There 
is no popular opposition to the TVA in the 
Tennessee valley and very little political 
opposition and that quite impotent. As the 
vote in the Senate showed, there is almost 
no opposition to the reappointment of David 
Lilienthal. .. . 


M* McCase, on September 22nd, 
made acknowledgment to Mr. 


Chenery, touching upon certain points 
in the former’s letter : 
Your letter of September 7th is before me, 


and I sincerely appreciate the detail with 
which you answered my letter. ... 

I think nothing much is gained in pro- 
longing this controversy, but I do think it 
well that one or two items be recan’ 4 

In paragraph 8 of your letter you now 
mention that “there is no popular opposition 
to the TVA in the Tennessee valley.” Now, 
I have reread your original article and, my 
dear sir, nothing whatever was said about 
the opposition in the Tennessee valley. The 
original manuscript indicates merely that 
there is no opposition, for your statement 
said, “The fight against government owner- 
ship as practiced by TVA is almost as dead” 
etc., and for that reason I believe my com- 
ments are supportable and correct. I would 
not expect that there would be much opposi- 
tion in the Tennessee valley, for the farmers 
who are receiving free fertilizer, undercost 
electricity, as well as being the recipients of 
other government bounties, certainly should 
not complain. 


NOV. 22, 1945 





PUBLIC UTILITIES FORTNIGHTLY 























© Publishers Syndicate 


“NOW WE'RE GETTING SOME PLACE—THE LEAK SHOULD BE BETWEEN 
HERE AND THE SIDEWALK” 


Paragraphs 5, 6, and 7 of your letter con- 
fuse me a little, for I believe that they beg 
the whole question, I don’t see how you can 
maintain that “The TVA is earning power 
revenues that make it a completely solvent 
business measured by private standards,” 
when in the two or three lines before you 
admit that TVA is not paying interest on its 
investment. I feel very sure that the Crowell- 
Collier Publishing Company includes as part 
of its cost of doing business interest on its 
investment. Certainly good accounting pro- 
pede would demand that this be an item 
of cost. 


In concluding his letter, Mr. McCabe 
said : 

For your information I am presenting the 
NOV. 22, 1945 


724 


actual income statement presented by TVA, 
but with adjustments necessary in order 
that this business may be compared on the 
same basis as any private company. I am 
merely adjusting TVA income statements 
by deducting interest on the power invest- 
ment at 22 per cent as well as the taxes 
which would have been paid had this been 
a privately owned utility company. [See 
page 725.] 


With the following paragraph, Mr. 
McCabe closed the correspondence: 
This is certainly a legitimate procedure if 
one is to make a comparison of like quanti- 
ties. The whole controversy becomes gro- 
tesque unless the accounting procedure is the 
same. 
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ADJUSTED INCOME STATEMENT GIVING EFFECT TO INTEREST AND TAXES 


Power revenues 


Gross operating income 
Add payment in lieu of taxes 


Less depreciation and amortization 
Interest at 22% 
Taxes at 25% of revenues 


Net operating income 
Net operating income shown by TVA 


It is obvious that the only way TVA 
could possibly show the profit which is made 
public through its capricious bookkeeping 
would be for it to have doubled its power 
revenues and this would have meant doubling 
its rates.... 


1941 1942 1943 1944 
(000) (000) (000) (000) 
$21,000 $25,300 $30,700 $35,400 

7,434 13,591 9,975 11,647 


11,709 20,725 23,753 
1,860 1,960 2,169 


13,569 , 25,922 
5,600 , 6,876 
6,370 


9,072 
6,325 : 8,850 


$(4,726) $ 805 $1,124 
$ 3,673 $14,000 $14,116 











Net operating income Net operating 
shown by TVA income after 
(000) adjustments 

$ 392 
(4,726) 
805 
1,124 


$(2,405) 


Such direct exchange of views as this 
correspondence discloses may perhaps 
be helpful in casting more light upon 
some of the controversial phases of the 
TVA situation. 





Production and Confidence Basic Needs 


is a recent issue of the monthly letter 
of the National City Bank of New 
York comment is made upon the British 
elections. Whether the Labor govern- 
ment will realize its social aims must de- 
pend in last analysis, the letter observes, 


upon the ability of the British economy to 
yield and pay for the benefits which so many 
of the British people expect to receive. That 
in turn depends upon productivity. If the 
effort to provide “a high and constant pur- 
chasing power. ..through good wages, social 
services and insurance, and taxation which 
bears less heavily on the lower-income 
og a (the quotation is from “Let Us Face 
the Future”) is pushed faster than the econ- 
omy can support it, the value of the “pur- 


chasing power” distributed will be illusory, 
for it will be lost through unemployment or 
through inflation, perhaps both. 


Then this extract is quoted from an ad- 
dress of Lloyd George after World War 
I in his successful campaign for reélec- 
tion. His words have such a distinct bear- 
ing upon the conditions today that they 
are worth reading: 


You cannot have improved wages and im- 
proved conditions of labor all round unless 
ou manage to increase production ... There 
is one condition for the success of all efforts 
to increase the output of this country—con- 
fidence ... You must give confidence to all 
classes, confidence to those who have brains, 
to those who have capital, and to those with 


725 NOV. 22, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


hearts and hands to work. I say to labor, 
you shall have justice; you shall have fair 
treatment, a fair share of the amenities of 
life, and your children shall have equal op- 
portunities with the children of the rich. To 
capital I say: You shall not be plundered or 
penalized ; do your duty by those who work 
for you, and the future is free for all the 
enterprise or audacity you can give us... 
And when the whole nation sees that wealth 
lies in production, that production can be 
enormously increased, with higher wages and 
shorter hours, and when the classes feel con- 
fidence in each other, and trust each other, 
there will be abundance to requite the toil 
and to gladden the hearts of all. We can 
change the whole face of existence. 


HE letter observes that while Lloyd 
George offered a great deal, it was 
only in return for production, and on 
that the Labor program eventually must 
stand or fall. 
Attention is called in this letter to a re- 


port in the New York press regarding the 
election, quoting these words of Senator 
Aiken of Vermont: 
. . . the presence of 2,000,000 American 
soldiers in the British Isles must have 
opened the common people’s eyes when the 
GI’s referred to the homes and cars and 
other conveniences back home. 


As to that remark, the writer of City 
Bank’s letter makes this pertinent com- 
ment: “But the thought prompted by this 
statement is that the homes and cars, the 
modern conveniences, and other evi- 
dences of high living standards in the 
United States, as described by the GI’s 
in Great Britain, are the achievement of 
a long history of free enterprise, not of 
state planning or control; and of a sys- 
tem of private enterprise, not of state 
management or nationalized industries.” 


—R. S.C. 





Congress Considers Science Bills 
And Atomic Power 


OLLOWING up its report in May on 

“Wartime Technological Develop- 
ments” (referred to inthe ForTNIGHTLY, 
issue of August 2, 1945, page 198), the 
subcommittee on war mobilization of the 
Senate Military Affairs Committee is- 
sued in August two documents having 
to do with the promotion of science. 

One of these pamphlets, “Legislative 
Proposals for the Promotion of Science,” 
contains reprints of five bills on the sub- 
ject of national defense and science leg- 
islation, with a table which lists the major 
points of these bills, providing a brief 
comparison of them. 

The other pamphlet, “The Social Im- 
pact of Science,” is a select bibliography, 
with a section on atomic power, compiled 
by the Librarian of Congress. Senator 
H. M. Kilgore (Democrat, West Vir- 
ginia), chairman of the subcommittee, 
states in the preface : “The importance of 
Science to the citizen, in peace and in war, 
has become increasingly recognized. . . . 
The opening of the atomic age is perhaps 


the most significant fact of our genera- 
tion. .. . The Senate has before it a num- 
ber of bills dealing with scientific mat- 
ters. I hope that this bibliography may 
be of use to members of the Senate and 
to the public.” 

The control of the future developments 
and use of atomic energy for peaceful 
purposes will rest with Congress. Al- 
ready bills have been introduced upon 
this subject. Such legislation as is finally 
passed may have definite impact upon 
business-managed utilities. A thought- 
provoking and analytical comment has al- 
ready been made upon this phase of the 
situation in a recent article, “An ‘Atomic 
Era’ for Utilities?” (in the ForTNIGHT- 
LY, issue of September 13, 1945, page 
349). 

The bibliography and other pamphlets 
referred to may be obtained from the 
Superintendent of Documents, U. S. 
Government Printing Office, Washing- 


ton, D. C. 
—R. S.C. 
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The March of 
Events 


FCC to Investigate Recorder 
Device Uses 


A BROAD investigation was voted by the Fed- 
eral Communications Commission on 
October 31st into the use of recording devices 
with respect to- interstate and foreign tele- 
phone communications. As a result a general 
hearing has been ordered for January 10th. 
The proceeding arose with respect to tariffs 
fled by six Bell system companies and one 
independent company, which would forbid 
the use of recording devices in connection with 
the use of telephone facilities. 

The six Bell companies are Bell Telephone 
Company of Pennsylvania, Diamond State 
Telephone Company, and the four Chesapeake 
& Potomac Telephone companies. The inde- 
pendent company is Bluefield Telephone Com- 
pany of Bluefield, West Virginia. 

Copies of the investigation order were or- 
dered to be served on all telephone companies 
subject to FCC jurisdiction, including both 
Bell and independent. In addition the follow- 
ing eight manufacturers of recording devices 
are being served with the order: Soundscriber 
Corporation, Dictaphone Corporation, Thomas 
A. Edison, Inc., American Type Founders As- 
sociation, Gray Manufacturing Company, 
Frank Rieber, Inc., Memovox, Inc., and the 
Speakophone Corporation. 

The National Association of Railroad and 
Utilities Commissioners, the United States In- 
dependent Telephone Association, and all 
state regulatory commissions are likewise be- 
ing sent copies of the order and invited to 
participate to the extent of their interests in 
the subject. 

The FCC investigation order laid down 
eight points of inquiry which will define the 
roo of the investigation. These are as fol- 
ows: 

1, The nature and extent of the need for 
the use of recording equipment. 

2. The possibility of interfering with the 
privacy of telephone communication. 

3. Whether suitable protective devices are 
or can be developed. 

4. Whether the tariffs of the six Bell com- 
panies and the independent company prohibit- 
ing the use of the device are lawful. 

5. Whether the FCC should itself prescribe 
a tariff covering the subject, and, if so, what 
kind of a tariff. 

_ 6. The extent to which the use of a record- 
ing device is covered by § 605 of the Communi- 
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cations Act (dealing with the secrecy and con- 
fidential nature of communications service). 

7. Whether Congress should enact further 
legislation. 

8. Whether present usage of recording de- 
vices amounts to violation of existing laws and 
regulations. 

The use of the phrase “interstate and for- 
eign toll telephone service and facilities,” 
which occurs in the FCC order of investiga- 
tion, suggests that the commission may confine 
its investigation, from a legal standpoint, to 
the use of recording devices in relation to toll 
telephone service, as distinguished from local 
exchange service. 

It was not immediately known whether the 
manufacturers of recording devices, which 
are, of course, not themselves subject to the 
Communications Act, will raise the jurisdic- 
tional issue in responding (or declining to re- 
spond) to the order of investigation. 


FPC Sets Further Hearings 


HE Federal Power Commission on No- 

vember Ist announced that it had set 
three further hearings in its natural gas in- 
vestigation (Docket No. G-580). They are 
scheduled for February 11th in Biloxi, Mis- 
sissippi; February 19th in Chicago, Illinois; 
and March 19th in Charleston, West Virginia. 
All will begin at 10 a. mM. Specific meeting 
places will be announced later. 

In a letter to all interested parties, Super- 
vising Commissioner Nelson Lee Smith stated 
that the Mississippi hearing would conclude 
the hearings in the mid-continent area and 
pointed out that so far the investigation has 
dealt primarily with the problems of the so- 
called “producing” areas. The letter added 
that, in the hearing at Charleston, the com- 
mission is anxious that there be a presenta- 
tion of the problems of the Appalachian pro- 
ducing area, but at this hearing and at Chi- 
cago it desires to hear fully from the so- 
called “consuming” interests, public and 
private. 


Security Underwriter Practice 
Censured 


HE business conduct committee, District 
No. 13, of the National Association of 
Security Dealers, Inc., has decided to censure 
Halsey, Stuart & Co., Inc., of Chicago, Il- 
linois, as a result of a complaint made by the 
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Connecticut Light & Power Company earlier 
this year. C. L. Campbell, president of the 
Connecticut Light & Power Company, stated 
his complaint was based upon methods of the 
Chicago firm in seeking to obtain the business 
of underwriting the securities of the company, 
for mong years handled through local Con- 
necticut brokers. 

In its finding the business committee of the 
National Association of Security Dealers, 
Inc., accused the Chicago organization of plan- 
ning a “last-minute attempt to embarrass and 
harass complainant into doing business on re- 
spondent’s terms and regardless of all other 
considerations.” 

The committee further charged that the in- 
vestment concern had “indulged in high-pres- 
sure tactics without proper consideration for 
complainant’s wishes and without observance 
of elementary principles of decency and cour- 
tesy which are inherent in the conception of 
high standards of commercial honor.’ 


FPC Orders Hearing 


HE Federal Power Commission recently 
ordered a hearing held on an application 
of the Michigan-Wisconsin Pipe Line Com- 
pany, whose principal place of business is in 
Chicago, Illinois, at 10 a. M., January 8th, at 
Washington, D. C. The application requests 
authority to construct a natural gas pipe line 
from Hansford county, Texas, to supply a 
number of markets in the North Central states, 
and to acquire 140 miles of gas line and ap- 
purtenances which are to be constructed by 
the Michigan Consolidated Gas Company, both 
at an over-all cost of $70,000,000. 
More specifically Michigan-Wisconsin pro- 


poses to construct and operate 1,216 miles of 
26-inch and 22-inch pipe line, together with 
compressor stations having an aggregate of 
104,600 horsepower, extending from the Hugo- 
ton gas field in Hansford county, Texas, in 
a general northeasterly direction to the Aus- 
tin gas storage field in Mecosta county, Mich. 
igan, and including lateral lines in Missouri, 
Iowa, Illinois, and Wisconsin. 

In addition, the company proposes to pur- 
chase a 26-inch transmission line about 140 
miles in length extending from the Austin gas 
storage field to a point near the city limits of 
Detroit, Michigan, and other facilities includ. 
ing gas storage facilities in the Austin and 
other gas fields. The facilities to be purchased 
are to be constructed by the Michi Con- 
solidated Gas Company and operated by Mich- 
igan-Wisconsin pending the proposed acquisi- 
tion by Michigan-Wisconsin. 

The entire construction project is planned 
on a 4-year basis with about 1,076 miles of 
the main pipe line to be completed at a cost 
of $49,000,000 within the first year. If the 
construction and purchase are effected, Mich- 
igan-Wisconsin expects to make sales of about 
105,120,000 mcr of natural gas yearly after 
the first five years. 

The districts to be supplied include Mil- 
waukee, Racine, Beloit, Janesville, and Madi- 
son, Wisconsin; Rock Island and Moline, Il- 
linois; Des Moines, Davenport, Cedar ~~ 
Ottumwa, Fort Dodge, and 36 smaller Iowa 
communities; and Maryville, Missouri. In the 
fifth year all of the above would be supplied 
plus the entire requirements of Michigan 
Consolidated, which at present is obtaining 
— gas from Panhandle Eastern Pipe 

ine. 


ca 
Alabama 


FPC Modifies Order 


HE Federal Power Commission recently 

announced its order modifying one 
entered July 25, 1941, disposing of claimed ac- 
tual legitimate original cost of the Martin dam 
hydroelectric development (Project No. 349), 
Alabama Power Company, licensee. Out of a 
total of $17,561,280 claimed by Alabama 
Power Company as actual legitimate original 
cost of the project as of December 31, 1927, 
the commission’s recent order allows $15,328,- 
092 as project cost, and disallows $2,233,188. 
The earlier order fixed the cost at $15,209,611, 
a difference of $118,481 which, upon consid- 


eration of the opinion and judgment of the 
United States Circuit Court of Appeals for 
the Fifth Circuit in Alabama Power pany 
v. Federal Power Commission, the commis- 
sion has allowed as original cost of the Mar- 
tindam. . 

Martin dam is located on the Tallapoosa 
river in Alabama, approximately 80 miles 
southeast of Birmingham. It was constructed 
under plans approved by the commission and 
consists principally of a mass concrete spill- 
way dam, 154 feet high and 1,300 feet long, 
which creates a reservoir extending more than 
30 miles upstream, and a power house with in- 
stalled capacity of 99,000 kilowatts. 


Arkansas 


Plans Statewide Expansion 


scLostnc that the Arkansas Power & 
Light Company is now in an extensive 5- 
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year study which eventually will result in 
spending of millions of dollars for expansion 
throughout the state, C. Hamilton Moses, 
president of the company, announced last 
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ito Wyn 

Mr. Gem said that the amount of power 
able for industrial development in Wynne 

lad been doubled through recent installation 

if a larger transformer in the Parkin substa- 

lion, source of Wynne’s electric power. The 

mw transformer is of 4,000 horsepower ca- 


pacity. A new transmission line has also been 
completed into Wynne, giving the city a new 
source of supply. 

More than $1,500,000 is bein sony by the 
company to increase power supply for its east- 
ern Arkansas territory, he said. This includes 
a new 110,000-volt transmission line from Pine 
Bluff through Clarendon, Brinkley, Stuttgart, 
and Marianna to Helena. 


California 


File Pipe-line Application 


HE Southern California Gas Company 

and the Southern Counties Gas Company 
recently filed a joint application with the state 
nilroad commission for permission to con- 
struct and operate 214 miles of natural gas 
pipe lines from Blythe to Santa Fe Springs. 
The line will have an initial daily capacity 


of 175,000,000 cubic feet and an ultimate ca- 
sry of 305,000,000 cubic feet, and will cost 


It would connect with existing gas pipe 
lines at Santa Fe Springs for distribution 
throughout southern California. 

Wade, president of the two companies, 
said the gas will be purchased from the El 
Paso (Texas) Natural Gas Company. 


Illinois 


Hold “Dignity” Strike 


~ 75,000 Chicagoans and suburbanites 
were denied transportation on the elevated 
lines for two hours on October 24th when the 
trainmen’s union staged a 2-hour protest stop- 
gage. The strike was in effect only between 
land 3 p. M., but it was reported to be well 
into the 5 o’clock rush hour before the tangle 
of trains was unsnarled and anything like 
normal service was resumed. 

William F. Levander, president of Division 
8, Amalgamated Association of Street and 
Electrical Railway Employees, AFL, ex- 


oups being put ahead of us.” 

The cause of the “dignity” strike was a 
retroactive pay increase won by the employees 
last August after a year of negotiation. The 
company had to figure out the amount of more 
than a year’s back pay for its 4,300 operational 
employees, who work on an hourly basis, and 
for 450 white-collar workers, who are paid 
by the month. 

It was simple to figure out the office work- 
ers’ pay, an official said, but an extra force of 
thirty to sixty workers had to be added to the 
night staff to compute the pay of the opera- 
tional employees, with the task not scheduled 


for completion until some time this month. 
Piqued by the payment to the white-collar 
workers, the union voted for the work stop- 
page. 

Prospects for an immediate raise of elevated 
fares to 12 cents faded on October 26th when 
Daniel A. Covelli, master in chancery for the 
circuit court, continued a hearing on the neces- 
sr for the increase of 2 cents until November 


Judge Philip Finnegan of the circuit court 
had instructed Covelli to take testimony to 
show whether the elevated system is earning 
operating expenses. Under a decision of the 
Illinois Supreme Court, the company is en- 
titled to temporary relief if income does not 
meet costs. 

The ¢cv:*» was opposed by Attorneys Wil- 
liam C. * _..s for the attorney general, Wil- 
liam H. Sexton for the city, and Harry R. 
Booth for the Office of Price Administration. 
All are fighting against the fare increase. 

Without dissent the city council on October 
25th adopted two ordinances approving the 
wiping out of $7,000,000 of claims against the 
Chicago Surface Lines and of $9,000,000 
claimed by the lines against the city. This was 
done at the vo gw of the Chicago Transit 
Authority, which hopes to buy the surface and 
elevated lines and operate them. 


Indiana 


City to Employ Expert Aid 


2 city, which once declined to enter the 
fare case of Indianapolis Railways, Inc., 
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has changed its mind. After a public hear 

by the city council on November Ist, attende 

' several dozen persons, Mayor Robert H. 
Tyndall said the city will be represented when 
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the state public service commission holds a 
public hearing at the end of the 3-month trial 
of the new fares December 15th. 

While the matter was being threshed out a 
little more than a year ago, the city decided 
against participating in the case “because the 
public prosecutor had all the facts needed and 
we had no facilities for such a thing,” accord- 
ing to Sidney S. Miller, who was city corpora- 
tion counsel at the time. 


Mayor Tyndall’s chief interest is in “seeing 
to it that the city obtains sufficient pay from 
the transit company for its use of city stre 
and that service to the public is good. The 
establishment of rates is a task that the pubjj 
service commission alone is equipped to per 
form. 

“The commission has the experts to 
tain information om. which rates may 
judged. The city does not.” 


Kentucky 


City Overruled on Interim 
Rates 


|= state public service commission on Oc- 
tober 30th overruled all city of Louisville 
efforts to file motions asking for interim rate 
reductions on electricity from the Louisville 
Gas & Electric Company while the city’s main 
$3,400,000 rate reduction plea remains unde- 
cided. 

First the city’s motion that the company 
show cause why its residential electric rates 
both inside and outside Louisville should not 
be reduced at once to TVA schedules, on the 
showing already made in the case, was ruled 
“not germane to the case we're trying” and 
was not permitted to be filed. 

Then Spencer W. Reeder, Cleveland attor- 
ney employed by the city, and other city coun- 
sel went into a huddle and came back with an- 
other motion. This was a show-cause motion 
for an immediate reduction in electric rates, 
on the showing already made, without refer- 
ence to TVA rates. The commission would not 
allow this motion to be filed either. 

Commission Chairman Thomas B. Mc- 
Gregor said, “The primary idea we have be- 
fore us is a motion addressed to us for some 
time now; we'd like to get that out of the 
way.” He referred to the company’s motion 
for a dismissal of the city’s main case, or for 
“an interlocutory order, finding, or opinion.” 


Co-ops Oppose Petition 


HE state public service commission re- 
cently postponed a hearing on the Ken- 
tucky-West Virginia Power Company’s re- 
quest to extend its lines in eastern Kentucky. 


the extensions were involved in a suit pend- 
ing in circuit court at Frankfort. 

. Hyden, commission secretary, said 
its members indicated they wanted to clear up 
that point before proceeding with a hearing, 
and no date was set for resuming proceedings, 

The extensions requested by the company 
total 549 miles and would be in Breathitt, 
Johnson, Knott, Leslie, Letcher, Magoffin, 
Martin, Perry, and Pike counties. 

In addition to joining with Big Sandy in 
opposing the a company’s petition, the 
Cumberland Valley co-op filed a petition re- 
questing permits to extend its lines in Leslie 
county, 50 miles total ; Letcher, 24.5; and Har- 
lan, 14. A hearing was set for November 27th. 


Buys Gas Firm 


ALE of the Western Kentucky Gas Con- 

pany to W. T. Stevenson, Owensboro, 
owner of the Owensboro Gas Company, was 
announced last month by L. E. Ingham, vice 
president of the Kentucky Natural Gas Cor- 
poration. The Western Kentucky Gas Con- 
pany was a wholly owned subsidiary of the 
Kentucky Natural Gas Corporation. 

Simultaneously, Stevenson announced 
merger of the Owensboro Gas Company ani 
the Western Kentucky Gas Company, effec- 
tive November Ist. The merged concers 
would be operated thereafter as the Wester 
Kentucky Gas Company. 

Stevenson, who was president of both the 
Owensboro Gas Company and the Westem 
Kentucky Gas Company, will be president and 
treasurer of the new company. Other officers 
are J. L. Bugg, vice president and general mar- 
ager; J. W. Gilbert, vice president; Miss Pris- 
cilla Head, secretary; J. R. McCandless, as- 


sistant treasurer; and Carrol E. Byron, as 
sistant secretary, 


The Big Sandy and the Cumberland Valley 
Rural Electric codperatives said certain of 


= 
Louisiana 


that Louisiana would seek amendments to the 
Natural Gas Act to prevent depletion of 
Louisiana’s supply of gas through piping of 
reserves to other states. 

Frye said “very definite” suggestions and 


New Gas Policy Proposed 


P A. Frye, executive director of the 


e Louisiana Natural Gas Conservation 
Committee, declared at Baton Rouge recently 
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«ommendations would be made at the Fed- 
ai Power Commission hearing in New Or- 
ns regarding policies in administering the 
Natural Gas Act. The New Orleans hearing, 
ws scheduled to open November 12th. 

“We propose among other things,” Frye 
gid in an interview, “to recommend that the 


Natural Gas Act be amended so as to author- 
ize and make mandatory that the FPC in con- 
sidering applications to build new interstate 
lines give consideration to the social and eco- 
nomic effects of the building of such lines on 
the origin as well as the destination territories 
to be served by them.” 


© 
Michigan 


Ordered to Pay Rebates 


Ye eee public service commission order 
f\ directing the Detroit Edison Company to 
rebate $10,450,000 to its 1944 customers was 
firmed by Circuit Judge Archie D. McDon- 
ald recently. 

The company had appealed an order orig- 
nally entered August 4, 1944. The commission 
order was designed to reduce rates of the elec- 
tric company to the point where payment of 
Federal excess profits taxes would be unneces- 
sary. The company argued the order was il- 

l, unlawful, and confiscatory. 

. J. McBrearty, commission chairman, 
termed the decision a “sweeping victory” for 
the commission’s theories. He said that, if the 
state supreme court affirms Judge McDon- 
ald’s decision, it would result in a reduction 
of approximately 114 per cent to some 800,000 
consumers, 


Discharged for “Misconduct” 


HREE employees whose dismissal drew 

| eee from the Utility Workers Union 
(CIO) were discharged for “misconduct” in 
interrupting or attempting to interrupt essen- 
tial services, the Consumers Power Company 
said recently. 

“The three men were not discharged for 
partes in a strike,” said the statement 
issued by M. W. Arthur, vice president of the 
company. “They were discharged for mis- 
conduct in connection with the interruption of 
essential services in Muskegon and an attempt 
to do likewise in Grand Rapids, which the 
management believes fully justifies the action 
taken.” 


The men dismissed were Harold Wilson, 
president of the Muskegon local, and W. K. 
Beckwith, and Wilson Boyle, bargaining rep- 
resentatives for the Grand Rapids local. 


Minnesota 


Rate Cut Order under Study 


fio state railroad and warehouse commis- 
sion recently took under advisement argu- 
ment on its show-cause order against various 
bus lines operating in the state as to why they 
should not lower their fares. 

The order was based on excess profit taxes 
the companies paid the Federal government 
during the war, which the commission felt 
tended to show that fares were larger than 
necessary. 

The order was against Greyhound Lines, 


Inc., Jefferson Transportation Company, and 
Jack Rabbit Lines, Inc. 

Ivan Bowen of Minneapolis, appearing for 
the Greyhound firm, said that it would be poor 
— to base future peacetime rates on swol- 
en wartime business and profits. He also 
pointed out that the bus lines have steadily 
reduced fares through the years—for exam- 
ple, he said, the fare to Mankato was $2.50 
in 1926 and is $1.35 now. 

He added that basing rates on taxes paid the 
Federal government smacks of interfering 
with the Federal government’s taxing powers. 


Missouri 


Utility Sues over Rates 


Su" for $390,212 was filed in circuit court 
at Belleville on November 2nd by Union 
Electric Power Company, Illinois subsidiary 
of Union Electric Company of Missouri, 
against Illinois Power Company, operating in 
—_ area near St. Louis, in a dispute over 


Allen Van Wyck of Decatur, Illinois, presi- 
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dent of Illinois Power, said the suit was “part 
and parcel” of one phase of his company’s 
large claims against North American Com- 
pany and North American Light & Power 
Company pending before the Securities and 
Exchange Commission. Illinois Power, for- 
merly a direct part of the utility chain of 
North American, which controls Union Elec- 
tric, asserts that rates charged it by the Union 
Electric system for current obtained from the 
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Cahokia and Venice plants are excessive. 

The suit seeks to collect the difference be- 
tween Union Electric bills for $3,143,212 for 

wer sold in the 11-month period, beginnin 
ast November and ending last September, an 
$2,753,000 stated to have been paid by II- 
linois Power. Van Wyck conceded that the 
full bills had not been met, in the belief the 
larger amount was not owed. Union Electric 
set forth that lump sum payments were made 
by Illinois Power, overlooking a provision for 
a variable scale. 


Take over Utility Property 


PERATION of electric transmission and dis- 
tribution facilities, formerly owned by 


tlie Missouri General Utilities Company jy 
seven southeastern Missouri counties, was 
taken over on November Ist by five rural elec. 
tric codperatives and the city of Rolla, Rural 
Electrification Administration headquarters jy 
St. Louis announced recently. 

The codperatives obtained loans from REA 
totaling $1,200,000 to finance their part of the 
acquisition. 

The co-ops participating in the acquisition 
are Ste. Genevieve Electric Codperative, Inc, 
Ste. Genevieve; Intercounty Electric Coopera- 
tive Association, Licking; Scott-New Madrid- 
Mississippi Codperative Association, Sikes- 
ton; Black River Electric Codperative, Iron- 
ton; and Crawford Electric Cooperative, Inc, 
Bourbon, 


* 
Nebraska 


Rate Cut Announced 


| pera days after the city of Lincoln an- 
nounced another 5 per cent reduction, the 
Consumers Public Power District came 
through with a “rate-matching” announcement. 

John E. Curtiss, district manager, said re- 
cently that the current reduction by Consum- 
ers, effective on November Ist billings with 
benefits dating back as far as October Ist, 
duplicated the city rate structure—a reduction 
averaging 5 per cent. “It means a saving to 
Lincoln patrons of Consumers of approximate- 
ly $75,000 annually,” Mr. Curtiss said. The 
city plant’s reduction, announced October 8th, 
was estimated at $16,000. 

He stated that perhaps Consumers should 
be given credit for the reduction and possibly 
for three previous cuts within the past four 
and one-half years. All were suggested by the 
city to Consumers. If it were not for the com- 
petition of a type as furnished, he suggested, 
the city may not have thought of reducing the 
price of electricity. 


Utility Receives Permanent 
Certificate 


te Federal Power Commission recently 
issued to Northern Natural Gas Company, 
a Delaware corporation with its principal place 
of business in Omaha, Nebraska, a certificate 
of eo convenience and necessity which (1) 
replaces a temporary war emergency authori- 
zation to operate facilities serving the Farm 
Crops Processing Corporation, and (2) 
authorizes the construction and purchase of 
additional pipe lines to supply natural gas to 
the American Smelting & Refining Company, 
both in Omaha. 

The facilities serving the Farm Crops 
Processing Corporation, which 0; es the 
Omaha alcohol plant for Defense Plant Cor- 

ration, include 6.84 miles of 88-inch pipe 
ine, including 0.27 miles of pipe line under- 
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crossing the Missouri river, and appur- 
tenances, extending from. the company’s 
Council Bluffs town border station to a point 
in Douglas county, Nebraska, and a measur. 
ing station. By its order of November II, 
1943, the commission authorized the construc- 
tion and operation of these facilities for “the 
duration of the present war emergency but 
not beyond ninety days after the cessation of 
hostilities.” 

The facilities were placed in operation Jan- 
uary 28, 1944, and in its application Northern 
Natural estimated that about “1,500,000 mcr 
of gas would be required annually at the al- 
cohol plant for an indefinite time in the fu- 
ture.” The entire production of alcohol is 
delivered to Defense Supplies Corporation, a 
Federal agency, for use in the production of 
synthetic rubber. 

The proposed construction and acquisition, 
according to the company’s application, will 
effect certain economies in its service to Amer- 
ican Smelting & Refining Company and also 
result in greater utilization of the pipe line 
which serves the alcohol plant. 


Power Review Set 


Bore power committee of the legislative 
council will meet at Nebraska City De- 
cember 6th to review the steps by which the 
city of Lincoln voted last June to buy the local 
properties of Consumers Public Power Dis- 
trict. 

H. J. Wisner, Scottsbluff, president of Con- 
sumers, requested the hearing. He charged 
loose, reckless, and misleading statements were 
made during the campaign which, he said, re- 
flected seriously on the integrity of Consumers 
and imperiled the entire public power pro- 
gram in the state. 

Consumers is not contesting the outcome 
of the election in which Nebraska City voters 
agreed to issue $950,000 revenue bonds to pur- 
chase the district’s pong * and distribu- 
tion facilities there, he said. Wisner objected 
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The legislative council last September 21st 
~nimously agreed to investigate the elec- 
ions, Named to the special committee were 
Reators James H. Anderson, Scottsbluff; 
if Ogden, Omaha; Joseph Reavis, Falls 
: Dan Garber, Red Cloud; and C. Petrus 
Peterson, Lincoln. 
The mayor of one Nebraska city took issue 
ith Consumers Public Power District re- 
rently, while two other municipal chief execu- 


New 


Accepts Electric Rate Cut 


HE New York State Electric & Gas Cor- 
poration, it was announced on October 
24th, accepted an order of the state public 
service Commission, reducing its revenue $1, - 
154,000 in electric rates in 45 upstate counties. 
Of the total amount, residential customers 
in urban and rural communities will benefit 
by $723,600; customers in the general classi- 
fication, small commercial users, will have a 
reduction of $185,400; and industrial custom- 
ers will save $244,900. 

The revised rates in the industrial classifi- 
cation were already in effect, it was said, an 
the bulk of the residential and general classi- 
fications were to begin November Ist, except 
in the Liberty district of Sullivan county 
where the new rate would become effective 
November 15th. 

The commission after an examination noti- 
fed the company that its earnings merited a 
reduction, and a formal proceeding was start- 
ed. Conferences between the company and the 
commission resulted in an agreement and the 
proceeding was halted. 


Stockholders Back Consolidation 


Syme ey of Buffalo, Niagara & East- 
ern Power Corporation’ with three of its 
subsidiaries was approved on October 29th at 


a special meeting of stockholders. The con- 
solidation had been approved on September 
20th by the state public service commission and 
on October 4th by the Securities and Exchange 
Commission. 


tives refused comment on Consumers’ 
regarding ownership of local power facilities, 
announced in a statement on October 3st. 

Mayor Bert A. Manning of pet chal- 
lenged the statement, while Mayors Harry 
Grimminger of Grand Island and Paul Bur- 
geson of Holdrege offered no comment. 

“Tt is a typical Consumers offer,” Manning 
said. “Neither the Beatrice commissioners nor 
citizens would be willing to hand over the elec- 
tric department. It is our only defense against 
complete monopoly tactics.” 


policy 


* 
York 


Action of the stockholders eliminated BN&- 
E, the holding company, and consolidated the 
subsidiaries, Buffalo, Niagara Electric Cor- 
poration, Niagara, Lockport & Ontario Power 
Company, and Lockport & Newfane Power 
& Water Supply Company, into a new operat- 
ing company to be known as the Buffalo, Niag- 
ara Electric Corporation. The Niagara Falls 
Power Company and the Hydraulic Race 
Company will be direct subsidiaries of the 
new corporation. 


Edison Rates Cut 


REDUCTION in electric rates, which will cut 
customers’ bills $2,560,000 annually, be- 
came effective November 5th, it was announced 
early this month when Consolidated Edison 
Company of New York filed a new rate sched- 
ule for the residential and religious service 
classifications. This is part of a total reduc- 
tion of more than $6,000,000 annually which 
the company proposes to make in connection 
with the merger of Brooklyn Edison Com- 
pany and New York & Queens Electric Light 
& Power Company into Consolidated Edison. 
Under the new rate schedule all customers 
being served under the residential and reli- 
gious rates will receive reductions in their bills. 
The new rate, which is on the step-down prin- 
ciple, provides that the first 20 kilowatt hours 
or less will cost $1.50 on a bimonthly basis. 
The next 80 kilowatt hours on a bimonthly 
basis will cost 5 cents a kilowatt hour; the 
next 80, 4 cents; and the next 70, 3 cents; with 
all over 250 kilowatt hours on a bimonthly 
basis at 2 cents a kilowatt hour. 


te 
Oklahoma 


Oklahoma Railway Sold 


T= Oklahoma Railway Company, includ- 
ing almost all of Oklahoma City’s local 
transportation facilities, was sold last month 
to Eugene Jordan, - resident of the Jordan Pe- 
troleum Company, his wife, Julia Jordan, and 
Robert S. Bowers, president of the Oklahoma 
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Transportation Company. The transaction in- 
volv:  apemeaee A $2,500, 

The sale was made October 24th when the 
three completed purchase of all shares of the 
company’s common stock in this country at a 
cost in excess of $1,000, 

In addition, the company will be taken out 
of its 6-year receivership, with hearing set in 
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Federal court on November 5th. The three 
associates will supply about $1,300,000 to pay 
off all existing indebtedness of the transporta- 
tion company. 

The sale was said to continue the “locally 
owned” tradition of the company, but would 
be the first time since its inception in Feb- 


* 


ruary, 1903, that the common stock had been 
held by such a small 5 

The Oklahoma Railway Company will up. 
dergo a complete modernization under the ney 
owners, Jordan promised. Streetcars will he 
eliminated and all tracks in the city will be re. 
moved as soon as possible. 


Oregon 


Rate Reductions Sought 


[Pacresze new rates for electric range and 
water-heater users which will save them 
about $500,000 a year were filed on October 
30th with George Flagg, state public utilities 
commissioner at Salem, by the Portland Gen- 
eral Electric Company and the Northwestern 
Electric Company with the request that the 
schedules be approved. 

The new rates are intended to encourage the 
use of electric ranges and water heaters, but 
company officials said from 15 to 20 per cent 
of the present customers may take the new 
rate, which is optional, and make the saving. 
The total saving is estimated on the basis that 
all of the present customers convert to the new 


rate. 

Portland General Electric proposed to ap- 
ply the new rate to its Oregon territory, which 
includes seven counties, and Northwestern also 
planned to file similar rates in Washington 
for its territory there. 

Under the new schedules, there will be a 
saving of 20.4 per cent to the users of the first 
300 kilowatt hours or less, while for the aver- 
age user of 500 kilowatt hours a month the 
reduction would be 19.1 per cent. Most range 
and water-heater users consume around 500 
kilowatt hours a month, it was said. 


* 


The new schedules also remove the limit 
on house heating, but provide a stand-by 
charge because electric heating of homes js 
still in an experimental stage, it was said, and 
the companies are not sure of the load. 

The rates would become effective with the 
December billing period which starts Novem- 
ber 23rd. 


PUD Setup Sound 


HE state hydroelectric commission indi- 
cated recently that the proposed Lebanon 
People’s Utility District is financially sound, 
The commission said that if the PUD took 
over the electric and water systems for the 
city of Lebanon and its immediately adjacent 
territory, the district would be able to buy or 
build a water and electric system worth $692- 
000. But the state tax commission said the 
existing systems are worth only $335,890. 
The commission said that the total annual 
revenue of the two systems, owned by the 
Mountain States Power Company, is $162,900, 
while total annual operating expenses are 
$114,000. This would leave $51,500 a year 
available to pay for the existing system or 
build a new one. This amount would pay, 
with interest, for a plant worth twice a 
much as the existing system. 


Pennsylvania 


Turns Down Rate Plea 


HE state public utility commission on No- 

vember 2nd announced that it had denied 
finally the request of the Equitable Gas Com- 
pany of Pittsburgh for permission to increase 
rates to 185,000 consumers. Most of the con- 
sumers are in Allegheny county. The company 
also operates in portions of Armstrong, 
Greene, Washington, and Westmoreland 
counties. 

The rate increase would have cost these con- 
sumers approximately $1,400,000 a year, ac- 
cording to the company’s estimates. 

The commission issued a temporary order 
on July 10, 1945, denying the increase. Both 
the company and the city of Pittsburgh filed 
exceptions. 

The city at that time concurred in the com- 
mission’s action denying the increase but ob- 
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jected to certain findings which it considered 
“may be prejudicial to the city and other con- 
sumers and contrary to the public interest” a 
some future time. 

In dismissing the city’s exceptions, the com- 
mission cited superior court opinions to the 
effect that commission orders fixing rates do 
not close the door to further proceedings and 
that, therefore, the city “cannot be prejudiced” 
by the order. 


PUC Approves Proposal 


wo securities certificates of the Pennsyl- 

vania Power & Light Company, operating 
in Harrisburg and in other eastern counties, 
were registered last month by the state public 
utility commission. It has also approved an 
arrangement between the utility and its affil- 
iates, the National Power & Light Company 
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md the Electric Bond and Share Company, One of the certificates covers the issuance 
volving the sale by PP&L of shares of its by the company of 440,000 shares at a total par 
common stock. The transactions are part ofa value of $44,000,000, of new preferred stock to 

for the rearrangement of the capital be exchanged, share by share, for a like num- 
¢ructure of the PP&L. Another part of the _ ber of shares of outstanding preferred stock, of 
jlan, the refunding of the company’s bonds, which there are 604,390. The other certificate 
debentures, and serial notes, was approved by covers the remaining 164,390 shares of the old 
the commission last September. preferred stock. 


> 


Washington 


FPC Dissolves Stay No. 487 (Pennsylvania Power & Light Com- 
ys pany), and certiorari was denied by the 
1 be Federal Power Commission on No- United States Supreme Court, which is paral- 
vember 2nd dissolved a stay of certain re- _lel in many respects. 
ew of “ — of —— 27, 1942, 
which determined the actual legitimate orig- 1; 1 
inal cost and prescribed accounting for the Pa- Street lighting Rates Cut 
cific Power & Light Company’s Ariel. hydro- |B garsreme-d reducing the electric rates 
eectric development (Project No. 935) on the governing overhead street and orna- 
Lewis river in Washington, and directed the mental curb lighting in towns served by the 
licensee to comply within sixty days with the Washington Water Power Company, a new 
accounting disposition specified in the order rate schedule was to be filed in Olympia No- 
of October, 1942, to the extent that it has not vember Ist with the department of public serv- 
already done so. The October, 1942, order di- ice, it was announced recently by J. E. E. 
rected the company, among other things, to Royer, vice president and general manager. 
remove from the project’s accounts $354,784 The new schedule will make possible the 
modernization of Spokane’s residential street- 
lighting system and will provide material 
lighting advantages. 


New Trial Denied 


poem Judge Ben Harrison last month 
denied a motion for a new trial presented 
by the Portland General Electric pany, 
respondent in condemnation proceedings heard 
Circuit Court of Appeals for the Third Cir- at Tacoma recently, in which the Clark County 
cuit affirmed the commission’s order, concern- Public Utility District No. 1 sought acquisi- 
ing the Wallenpaupack development, Project tion of properties in and near Vancouver. 


wy 
Wisconsin 


Inter ’ iti i consin Railroad Association, Baltimore & 
veners’ Petitions Denied Ohio Railroad Company, Wisconsin Coal Bu- 


| >. Federal Power Commission early this eau, Inc., National Coal Association, and 
month denied petitions filed by the inter- United Mine Workers of America. 
veners for rehearing and reconsideration of The September, 1945, order (1) directed 
¢ commission’s order and opinion of Sep- Natural Gas Pipeline Company of America to 
ember 7, 1945, which enables Wisconsin extend its transportation facilities to establish 
Southern Gas Company to serve its customers connection with those of Wisconsin Southern 
in southeastern Wisconsin with natural gas. Gas Company at the IIlinois-Wisconsin state 
“No new facts have been presented or alleged line near Genoa City, Wisconsin, and to sell 
in the interveners’ petitions which would natural gas to the latter company for distribu- 
justify a revision of the commission’s order tion to its customers in southeastern Wiscon- 
and opinion, and no principles of law are stated sin, and (2) authorized Wisconsin Southern 
the petitions which were not fully consid- to construct and operate a 44-inch transmis- 
tred by the commission before it entered such sion main extending northward from this 
order and opinion,” the order denying the connection for 50, feet to the company’s 
petitions stated. existing facilities at Lake Geneva, Wisconsin, 
Those requesting rehearing included Wis- with necessary appurtenances. 
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The Latest 
Utility Rulings 


Telephone Extension Cannot Be Required 
Beyond Undertaking to Serve 


HE Wisconsin commission re- 

scinded its order in Klinger v. Wis- 
consin Telephone Co. 2-U-2038, requir- 
ing an extension of service, after a re- 
hearing and the introduction of evidence 
showing that the company had never 
rendered service in the town where the 
applicants lived. Whether the commis- 
sion shall require service in an unincor- 
porated area, it was said, must depend 
upon whether there is a legal obligation 
to serve. The commission cannot create 
that legal obligation. 

Any such obligation must rest pri- 
marily upon a voluntary undertaking of 
the utility whose service is desired. If 
that undertaking does not include the 
requested service, the utility cannot be 
required to furnish it, no matter how 
much it might be said to be required by 
public convenience and necessity. 

Although the commission in the past 
had required various utilities to furnish 
service when required by public conven- 
ience and necessity, orders to that effect 
had been made prior to the decision of 
the state supreme court in South Shore 
Utility Co. v. Railroad Commission, 207 


Wis 95, PUR1932B 465, 240 NW 784. 
in which it was held that towns were 
without power to grant the kind of 
license, permit, or franchise which con- 
stitutes an indeterminate permit. Pre 
vious to that decision it was assumed that 
telephone utilities were operating in the 
towns under indeterminate permits, and 
upon that premise it was concluded that 
the obligation was coextensive with the 
boundaries of the town. That position, 
said the commission, was obviously no 
more sound than the premise upon which 
it rested. 

The commission recognized no validity 
in a contention by another company that 
the applicants for service were within 
its territory. Telephone utilities, said the 
commission, could not enter into agree- 
ments having legal force and effect di- 
viding territory. Nevertheless, since the 
evidence was clear and conclusive that 
the Wisconsin Telephone Company hai 
never rendered service in the town, the 
commission concluded that the prior 
order must be rescinded and the conm- 
plaint dismissed. Klinger et al. v. Wis- 
consin Telephone Co. (2-U-2038). 


e 


Amortization of Plant Acquisition Adjustments 
As Revenue or Income Deduction 


if Bae: Alabama Power Company was 
authorized by the Alabama commis- 
sion to dispose of the balance in Ac- 
count 100.5, Electric Plant Acquisition 
Adjustments, by making monthly 
charges to Account 505, ortization 
of Electric Plant Acquisition Adjust- 
ments. This was subject to a provision 
that this treatment should not be con- 
strued as decisive of or presumptive of 
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the treatment to be accorded these charges 
in rate or other proceedings. 

The company had presented evidence 
that the amounts reflected in Account 
100.5 represented actual cash or cash 
equivalent paid in arm’s-length transac- 
tions throughout the history of the com- 
pany for properties acquired as operating 
units or systems. Acquisitions had been 
made in the course of and as a necessary 
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rt of its program to provide an inte- 
grated electric system. 
The commission did not consider it 
necessary to decide at the time the ques- 
tion whether current charges to revenue 
for amortization of amounts recorded in 
this account should be considered for 
regulatory purposes as in the nature of 
an operating revenue deduction or as an 
income deduction. The commission said: 
Inasmuch as the conditions or terms are 


not clearly prescribed under which Income 
Deductions Account 537 should be used in- 


7 


stead of Operating Revenue Deductions Ac- 
count 505, and inasmuch as either of such 
accounts may by its terms be used to reflect 
the substance of the transaction as a segre- 
gation of revenue for the amortization or 
retirement of invested capital recorded in 
Account 100.5, our order will permit that 
monthly charges for such amortization may 
be recorded by the company in Account 505 
without now deciding whether such charges 
are under the facts of this case in the na- 
ture of operating revenue deductions or in- 
come deductions. 


Re Alabama Power Co. (Docket No. 
9437). 


Rate Increase Denied When Return on All 
Properties Is Adequate 


N application of the Hope Natural 

Gas Company for authority to in- 
crease rates to customers in the communi- 
ties of Parkersburg, Williamstown, and 
St. Marys using in excess of 2,000,000 
cubic feet of gas per month, and in the 
case of all such consumers in all other ter- 
ritory using in excess of 6,000,000 cubic 
feet per month, was denied by the West 
Virginia commission. The commission 
was of the opinion that no useful purpose 
would be served by reviewing the evi- 
dence in detail. 

It was not shown, nor was it contended, 
that the revenue realized from intrastate 
operations was not sufficient to pay neces- 
sary operating expenses, including taxes 
and depreciation, and a reasonable return 


on property used and useful in such op- 
erations. 

The state commission said that if the 
revenue was sufficient for these purposes, 
it followed that if the revenue from one 
segment of the business was insufficient, 
the revenue from another was excessive. 
If rates for one should be increased, 
rates for the other should be reduced, 
which could not be done in the instant 
proceeding. 

The application was dismissed with- 
out prejudice to an application for au- 
thority to make such adjustments in rates 
for intrastate domestic, commercial, and 
industrial service as the facts might war- 
rant. Re Hope Natural Gas Co. (Case 
No. 2968). 


> 


Expensed Property and Unused Plant Excluded from 
Rate Base of Gas Utility 


t tw Pennsylvania commission, in de- 
termining the reasonableness of gas 
rates, considered, among other things, 
the claims of the company for gas manu- 
facturing equipment which had been out 
of use for several years and property the 
cost of which had been treated as an 
operating expense. Both of these items 
were excluded by the commission. 

The unused equipment consisted of a 
telief holder, water gas sets, coal, coke, 
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and ash equipment, purification equip- 
ment, other production equipment, and 
pumping station equipment. The com- 
pany based its claim on the fact that there 
had been increasing difficulty in securing 
a sufficient natural gas supply. The com- 
mission noted, however, that the manu- 
facturing gas plant had not been used 
for approximately fourteen years and 
was not in operating condition. It was 
estimated that a large expenditure would 
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be necessary to place the plant in condi- 
tion. Moreover, a contract with another 
company had been executed under which 
substantial gas deliveries were assured 
for many years. 

With respect to expensed property the 
commission said that this was simply 
a plea for permission to charge custom- 
ers a return on property which the cus- 
tomers had previously paid for, dollar 
for dollar, through operating expenses in 
the installation years. The company had 
elected to treat well-drilling cost and re- 
lated expenses prior to 1920 as operating 
expense. It was not proper now to rein- 


state such items as fixed capital to be 
included in the rate base. 

The commission allowed a return of 
64 per cent because of the greater risk ip 
the natural gas process; excluded de. 
preciation on unused plant; disallowed 
depletion on the undepleted balance 9 
expensed property which had been ex. 
cluded; and excluded taxes assumed on 
interest payments. Allowance was, how- 
ever, made for amortization of the loss on 
property not used and useful. Pennsyl. 
vania Public Utility Commission v. North 
Penn Gas Co. et al. (Complaint Docket 
Nos. 14025, 14026). 


€ 


Combining Evidence in Proceedings to 
Obtain Operating Authority 


ae to prove public necessity 
is not static, says the Pennsylvania 
commission, in denying a motion by an 
applicant for operating authority to in- 
corporate into the record the evidence 
taken in another proceeding. Testimony 
is susceptible to the influence of changing 
economic conditions and the temporal 
element, as well as bias or prejudice, for 
or against, one or the other of the appli- 
cants for operating authority. The com- 
mission added: 


Notwithstanding the inequality resultant 
from permitting one of two adverse parties 
to rest affirmatively upon the efforts and ex- 
pense of the other, testimony taken for the 
purpose of one proceeding i is prone to be- 
coming stale or inapplicable to another. 


Counsel for an applicant for authority 


to engage in additional transportation as 
a common carrier had sought to incor- 
porate testimony taken in an application 
by another carrier, which was objecting 
to the present application. 

The state public utility commission 
found that, although there was sub- 
stantial identity of parties of record, that 
factor was not absolute. The commission 
also found that the routes over which 
each applicant desired to transport per- 
sons were not identical, and the testimony 
of most of the necessity witnesses appear- 
ing on behalf of the opposing company 
applied to that portion of the latter’ 
route which was divergent from the pro- 
posed route. Re Potomac Motor Lines, 
Inc. (Application Docket No. 555ii, 
Folder 7). 


e 


Procedure for Review of Rate Order Held 
Adequate and a Bar to Injunction 


yA action by Staten Island Edison Cor- 
poration against the New York com- 
mission to enjoin the enforcement of tem- 
porary and final rate orders was dis- 
missed by the New York Supreme Court, 
special term, on a holding that an ade- 
quate remedy at law existed by way of 
certiorari, under which neither the state 
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nor Federal constitutional guaranty of 
due process was denied. The company 
had taken the position that the rate orders 
were confiscatory and that it had a consti 
tutional right to the independent judg- 
ment of a court as to the law and facts 
with respect to the issue of confiscation 
It asserted that it was without adequatt 


738 





THE LATEST UTILITY RULINGS 


remedy at law by certiorari or otherwise. 

The generally accepted procedure in 
the state for the review of rate orders 
ty the commission, said the court, has 
en by certiorari, and this has been true 
where the issue of confiscation has been 
nised. A determination sustaining the 
ompany’s complaint would wipe out that 
accepted method of review in any rate 
ase where confiscation was claimed and 
properly pleaded in a suit in equity and 
permit a redetermination by the court, 
in an independent action, of questions 
of fact which had been decided by the 
commission. 

The court reviewed numerous deci- 
sons under New York law in support 
of the rule that courts should not inter- 
fere with commissions or review their 
determinations further than is necessary 
to keep them within the law and protect 
the constitutional rights of regulated cor- 
porations. No decision of the United 
States Supreme Court had been cited 
holding that a review of the issue of con- 
fscation in a rate case afforded by a 


certiorari proceeding under New York 
law is constitutionally inadequate to 
satisfy the requirements of due process. 
Judicial statements indicating that it 
had never been settled in New York that 
certiorari is the exclusive remedy to re- 
view a rate order did not amount to an 
affirmative holding that, as an alternative 
to certiorari, an action in equity would 
lie. Moreover, the statements were termed 
obiter dicta. The court concluded: 


The legislature provided a_ statutory 
method for reviewing the public service 
commission’s determinations by certiorari 
roceedings under Article 78 of the Civil 

ractice Act. This has been the method 
commonly used and generally accepted. To 
sustain the plaintiff’s position here is to cir- 
cumvent that method and is equivalent to 
saying that the policy of the courts of this 
state has been in rate cases, such as the one 
now before me, to so limit the review ac- 
corded in certiorari as to leave open the al- 
ternative remedy in equity here claimed. 
This I cannot hold. 


Staten Island Edison Corp. v. Maltbie et 
al. 57 NY Supp (2d) 515. 


e 


Commission Not a Party to Suit on 
Lease Provision 


- an action by a property owner 
against a tenant, an electric company, 
and the California commission to obtain 
a declaratory judgment, a district court 
of appeal affirmed a superior court order 
dropping the commission from the case. 
A demurrer by the commission on the 
following grounds was sustained : 

..» (1) the “complaint does not state facts 

sufficient to constitute a cause of action”; 

(2) “The court has no jurisdiction of this 


defendant, or the subject of the action” ; and 
(3) there is a “misjoinder of parties.” 


The lease of property to the tenant, 
for laundry purposes, contained a provi- 
sion permitting the lessee to install an 
electric meter at his own expense for the 
purpose of consolidating the current of 
the Pacific Gas and Electric Company, 
to be used for the purposes of measuring 
the current used by the lessee. It fur- 
ther provided that the lessee should have 
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the full benefit of the saving secured on 
a consolidated rate for all current used by 
him. 

The commission has rules which, 
briefly stated, provide that power shall 
not be supplied to separate premises 
where the company has adequate service 
facilities to supply the additional con- 
sumer unless such energy is resold at 
rates identical with the rates of the com- 
pany that would apply in the event that 
energy were supplied to the subconsumer 
directly. The landlord at first had charged 
the tenant for current supplied at the 
rate charged by the company to the land- 
lord. By reason of the increased use by 
the two parties the rate was lower than 
it would have been for separate billing. 
Subsequently the landlord notified and 
demanded of the tenant that he pay the 
same rates as would be in effect if the 
electric energy were supplied directly 
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by the public utility company to him. 

California statutes, it was held, give 
the supreme court exclusive reviewing 
jurisdiction, and the superior court did 
not have jurisdiction over the commis- 
sion. The provision that the supreme 
court only should have jurisdiction to re- 
view an order of the commission was 
held to be a valid limitation upon the 
jurisdiction of the various courts of the 
state. The court continued : 


In the present case appellant seeks to have 
the superior court declare the railroad com- 


on Colorado commission held that 
additional motor carrier competi- 
tion should not be authorized where ex- 
isting service is adequate, or can be made 
adequate. Re Miller (Application No. 
7040 et al. Decision No. 24879). 


The Missouri commission held that it 
has jurisdiction to approve less than 
standard tariff structures originally con- 
structed over railroad tracks without au- 
thority. Re Kansas City Terminal R. Co. 
(Case No. 10,623). 


The Arizona commission, in approving 
a settlement of complaints against water 
service involving additional construction, 
ruled that all consumers being served by 
the utility should bear the expense of the 
improvement since it was in fact a com- 
munity improvement. Re Heywood 
(Docket No. 9719-E-987, Decision No. 
15787). 


The Colorado commission, in holding 
that a private motor carrier permit should 
be granted where existing service was in- 
adequate, ruled that the use of other 
carriers’ equipment occasionally by ex- 
isting carriers need not necessarily be 
construed to show a need for additional 
carrier service, but when such use ex- 
tends over a period of eight or ten months 
it would appear that additional service 


cerned but which are solely 

tiff and defendant carrier, then the commis. 
sion is not an essential or necessary party 
If plaintiff seeks to restrain the commissiq 
in the performance of its official duties, o 
desires that the order approved by the com. 
mission should be annulled or modified, the 
proceeding has not been instituted in th 
proper tribunal. 


Independent Laundry v. Railroad Com. 
mission, 161 P(2d) 827. 


= 


Other Important Rulings 


will not impair the efficiency of existing 
service. Re Toler (Application No. 677/- 
PP, Decision No. 24721). 


The Alabama commission approved 
the elimination of a discount for prompt 
payment of water bills, stating that this 
was in line with its decision and policy 
previously adopted concerning prompt 
payment discount. Re Greensboro Water 
Co. (Docket 9397). 


A Federal court held that it is not only 
the right but the duty of a carrier to bring 
an action for undercharges and that con- 
duct, intention, mistake, or misunder- 
standing are no defense to such an ac 
tion, and, moreover, that such an action 
is not barred by the provision of the In- 
terstate Commerce Act relating to in- 
munity of freight forwarders from li- 
bility for past acts. National Carloading 
Corp. v. Atchison, Topeka & Santa Fe 
Railway Co. 150 F (2d) 210. 


A party complaining that freight rates 
are discriminatory, according to the 
Pennsylvania commission, has the bur- 
den of proving by preponderance of evi- 
dence the facts necessary to make outa 
case of undue prejudice and preference. 
Whiterock Quarries, Inc. v. Baltimore & 
Ohio R. Co. (Complaint Docket No. 
14020). 


Note.—The cases above referred to, where decided by courts or regulatory commissions 
will be published in full or abstracted in Public Utilities Reports. 
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Re Brooklyn Borough Gas Company 


Case 11948 
August 8, 1945 


P ETITION for approval of issuance of first mortgage bonds and 
preferred stock; granted subject to conditions. 


Mortgages, § 5 — Indenture provisions — Protection of bondholders — Deprecia- 
tion. 
1. A mortgage trust indenture, executed in connection with the issuance of 
bonds, should include provisions to protect investors against possible failure 
to maintain the property and to build up adequate reserves for accruing de- 
preciation, even in the case of a company having a long record of cooperation 
with the Commission and respect for sound accounting, p.196. 

Mortgages, § 5 — Indenture provisions — Maintenance and replacement fund. 
2. Provisions in a mortgage trust indenture, executed in connection with the 
issuance of bonds, for a maintenance and replacement fund are open to 
criticism both as to theory and as to practical operation when requiring 
cash deposits with the trustee computed on a percentage of gross revenue 
less amounts expended for repairs and maintenance and for gross addi- 
tions, p. 196. 

Depreciation, § 39 — Adequacy of reserve — Maintenance. 

3. The true test of an adequate depreciation reserve is not the expenditures 
made for maintenance but the failure to recognize the constantly decreas- 
ing amount of remaining service value of the various elements of property 
due to approaching retirement, p. 196. 

Depreciation, § 22 — Annual provision — Relationship to revenues. 

4. The constantly decreasing amount of remaining service life of various 
elements of property due to approaching retirement cannot be tested by 
any percentage of operating revenues, because accruing depreciation is not 
affected by the amount of revcnues except indirectly or in unusual instances, 
p. 196. 

Depreciation, § 23 — Annual provision. 

5. A company authorized to issue bonds should be required to set aside 
a certain amount monthly which, in the opinion of the Commission, is the 
amount which at present should be provided for a depreciation reserve, 
subject to being adjusted according to changes in original cost of various 
classes of depreciable property and the depreciation rate applicable to 
each, p. 196. 
ortgages, § 5 — Indenture provision — Tax assumption. 

6. A mortgage trust indenture, executed in connection with the issuance 
of bonds to be sold at competitive bidding, should not contain provisions 
for reimbursement of taxes assessed by certain states against certain bond- 
holders, p.198. 


orporations, § 18.1 — Voting power — Arrearages on preferred stock. 


7. A provision, in connection with the issuance of nonparticipating pre- 
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ferred stock, for election of a majority of the board of directors by pr 
ferred stockholders when dividends are in default to the extent of ¢ig) 
full quarterly payments (nonsuccessive) and control of the company uy 
all dividends in arrears have been paid, when control would revert to com 
mon stockholders, is much more equitable than a provision for election | 
preferred stockholders of one less than a majority of the board whe 
dividends are in default equivalent to four full quarterly successive diy; 
dends, p. 200. 


Security issues, § 5.1 — Redemption price of preferred stock. 

8. A provision, in connection with the issuance of preferred stock, for g 
initial redemption premium of $3 per share for the first five years and $ 
per share thereafter was required to be substituted for a proposed pro 
vision that redemption prices of the stock would vary from $5 per sha 
over the public offering price if redeemed during the first year after iss 
ance to $3 per share over the offering price after the fourth year, the hig 
premiums for the first year being characterized as “window dressing” m 
favored by the Commission, p. 200. 


Security issues, § 113 — Expenses — Financial adviser’s fees. 
9. The Commission, after adopting and announcing a policy of public com 
petitive bidding for securities, saw no reason why a person associated wi 
one prospective bidder should be paid for advice, p. 201. 

Accounting, § 21 — Expense of refinancing — Premiums — Duplicate interes 

and dividends — Unamortized premium on securities. 

10. Items representing premium on bonds, premium on stock, duplica 
interest, duplicate dividends, and net unamortized premium on bonds a 
capital stock expense must be charged off at once when new bonds a 
preferred stock are issued for the purpose of refunding outstanding bom 
and preferred stock, p. 202. 


Accounting, § 21 — Financing expense — Bonds. 
11. The amount of expenses incurred when bonds are issued may be spre 
over the life of the bonds, p. 202. 


Accounting, § 21 — Financing expense — Preferred stock. 
12. The amount of expenses incurred in issuing preferred stock may 
carried as a capital stock expense, and no amortization is required by th 
uniform system of accounts, although companies following a conservati 
financial program frequently write off the expense connected with sto 
issues immediately or over a very short period, p. 202. 

Security issues, § 112 — Competitive bidding — “Package” bidding. 
13. The plan under which a senior security is first offered for bidding a 
some time is allowed to elapse between the award of such issue and f 
receipt of bids and the award on a junior issue should be followed in i 
ing bonds and preferred stock for refunding, instead of receiving bids 
senior and junior security issues at the same time; the Commission de 
not favor “package” bidding, p. 204. 


Security issues, § 113 — Expenses of refinancing. 
Discussion, in proceeding before New York Commission, of estimates 
expenses incurred in refinancing by issuing bonds and stock, p. 201. 
> 
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APPEARANCES: Philip Halpern, 
Counsel (by Martin J. Eagan, Assist- 
wt Counsel), for the Public Service 
Commission; Whitman, Ransom, 
Coulson & Goetz (by Jacob H. Goetz 
and William R. Sherwood), New 
York city, Attorneys, for Brooklyn 
Borough Gas Company; Ignatius M. 
Wilkinson, Corporation Counsel (by 
Harry Hertzoff, Assistant Corpora- 
tion Counsel and W. G._ Read, En- 
gineer), New York city, for the city 
of New York. 


Mattsie, Chairman: By petition 
fled with this Commission on April 
3, 1945, the Brooklyn Borough Gas 
ompany requested authority under 
§ 69 of the Public Service Law: 

1. To issue $3,640,000 aggregate 
principal amount of first mortgage 
bonds to bear interest at a rate not 
o exceed 3 per cent per annum to be 
lated as of May 1, 1945, and to mature 

ay 1, 1970. 

2. To issue $500,000 aggregate 
principal amount of serial notes to bear 
interest from 14 per cent to 24 per 
ent per annum and to mature in from 
ne to seven years. 

3. To issue $1,000,000 par value of 

mulative preferred stock with a 
lividend rate of 4 per cent per annum. 

4. To file an amendment to peti- 
ioner’s certificate of incorporation au- 
horizing an increase in the number of 
ares of stock and reclassifying shares 
0 as to permit the issuance of the 
toposed 4 per cent cumulative pre- 
trred stock. 

Subsequently, the company filed a 


“(a) an order authorizing and con- 
nting to the issuance by Brooklyn 
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Borough Gas Company of $3,640,000 
aggregate principal amount of first 
mortgage bonds to be dated as of Au- 
gust 1, 1945, and to mature August 
1, 1970, to bear interest at such rate 
and to be sold at such price as may be 
fixed as a result of competitive bid- 
ding, subject to acceptance of such bid 
by Brooklyn Borough Gas Company 
and approval thereof by the Commis- 
sion; 

“(b) an order authorizing and con- 
senting to the issuance by Brooklyn 
Borough Gas Company of $1,500,000 
par value of cumulative preferred stock, 
such stock to have such dividend rate 
and to be sold at such price as may 
be fixed as a result of competitive bid- 
ding, subject to acceptance of such bid 
by Brooklyn Borough Gas Company 
and approval thereof by the Commis- 
sion ; and 

“(c) an order authorizing and con- 
senting to the filing of an amendment 
to petitioner’s Certificate of Incor- 
poration pursuant to § 36 of the Stock 
Corporation Law increasing the num- 
ber of shares which petitioner is au-. 
thorized to have by 20,000 shares of 
$100 par value cumulative preferred 
stock to be issued in series; ba 

The proceeds from the issuance of 
these securities are to be used for: 

(a) The redemption of $3,640,000 
outstanding principal amount of the 
company’s first mortgage bonds, 4 
per cent series due 1965, at 104 per 
cent of par plus accrued interest. 

(b) The redemption of 30,000 
shares outstanding of 6 per cent cumu- 
lative participating preferred stock, 
$50 par value, aggregate amount $1,- 
500,000, at 105 per cent of par plus 
accumulated dividends. 

Additional necessary funds are to 
60 PUR(NS) 
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be provided from the company’s 
treasury. 

The Brooklyn Borough Gas Com- 
pany was incorporated in 1898 under 
the Transportation Corporations Law 
of New York State. Since that time, 
it has been engaged in the business of 
furnishing gas service to consumers 
in the 3lst ward of the borough of 
Brooklyn, city of New York. The 
company’s history has been reviewed 
recently by the Commission in Case 
11315 (see memorandum approved 
November 2, 1944), 56 PUR(NS) 1. 

The proposed issue of bonds is to 
be secured by a second supplemental 
indenture dated August 1, 1945, sup- 
plemental to the mortgage trust in- 
denture dated September 1, 1939. The 
latter was executed by the company 
in connection with the issuance of the 
bonds herein sought to be refunded 
(Case 9994). 

The principal features of the sec- 
ond supplemental indenture are: 

1. Certain changes and amend- 
ments made to qualify the indenture 
under the Federal Trust Indenture 
Act of 1939 since the bonds are to be 
offered through public letting. 

2. Creation of a new series of bonds 
designated “first mortgage bonds, 
..++ per cent series due 1970” limited 
to aggregate principal amount of $3,- 
640,000, to be dated August 1, 1945, 
and to mature August 1, 1970. 

3. Covenant by the company to 
reimburse owners of the bonds for 
certain specified taxes. 

4. Redemption of the new bonds 
at any time on not less than thirty 
days’ notice at prices to be determined 
after public offering according to a 
plan outlined. 

5. Provision for a sinking fund and 
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a maintenance and replacement fund 

6. Restriction of payment of diyi. 
dends (except stock dividends) to 
earned surplus accumulated subse. 


quent to January 1, 1945. 


Funds 


The sinking-fund provisions of th 
indenture require the company to tum 
over to the trustee on December 20th 
of each year beginning with 1946 an 
amount equivalent to the redemption 
price of bonds of the series of 197) 
that are to be retired, increasing from 
the initial requirement of $20,000 to 
the final payment on December 20, 
1969, of $50,000. The total amount 
of bonds to be retired through the op 
eration of the sinking fund in twenty- 
four years is $910,000 or 25 per ceni 
of the issue. The fund is noncumula- 
tive in nature since bonds redeemed 
thereby are canceled, and there is no 
compounding of interest. 

[1-5] Under the provisions of th 
maintenance and replacement fund 
the company covenants, so long as an 
of the 1970 series bonds are outstand, 
ing, that it will deposit with the tru 
tee within four months after the clos 
of the year 1947 and within fo 
months after the close of each period 
of three years thereafter an amount i 
cash, 1970 series bonds or certified 
net property additions made after A 
gust 1, 1945 and not theretofore bond 
ed equal to the excess of 11 per ce 
of the total gas operating revenues 
less the cost of gas purchased, over the 
expenditures of the company from At 
gust 1, 1945, to the end of such 3-yeat 
period for repairs and maintenanet 
and gross property additions up to t&™ 
amount of property retirements. 

If the above formula had been oper 
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ative during the year 1944, the 
amount which the company would 
have been required to set aside after 
making the specified expenditures 
would be computed as follows: 


11% of above 
Less: Repairs and main- 
tenance $180,417 
Gross additions ... 109,910 290,327 





Required cash deposit 


However, during the year 1944, as 
a result of the insistence of the Com- 
mission in prior cases, the company 
charged $205,330 to operating ex- 
penses for annual depreciation. Thus, 
if the terms of the indenture alone be 
considered, the company could have 
reduced its depreciation accrual by 
almost $70,000 ($205,330-$136,969), 


thereby increasing net earnings, in- 


come taxes, and surplus earnings avail- 
able for dividends. 


It may be said that the company’s 
long record of codperation with the 
Commission and its respect for sound 
accounting would make such an event 
improbable. But persons may get 
control of the company who know not 
Joseph and recognition must wisely 
be taken of such a contingency. The 
Commission would be blind to what 
has happened in other companies were 
it to ignore this possibility and to per- 
mit bonds to be issued without ade- 
quate protection, particularly since the 
balance sheet accounts of this com- 
pany have been placed on a sound 
basis, all doubtful items eliminated, an 
adequate depreciation reserve created 
and the annual depreciation charge 
brought up to a proper amount. If 
proper amounts were not to be pro- 
vided for hereafter, the capital of the 
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company would be as effectually 
“watered” as though items that rep- 
resented no values were placed in prop- 
erty accounts or securities issued with- 
out consideration. This company has 
been placed on an even keel twice in 
thirty years. It should be kept there 
and the indenture and the order of the 
Commission should so provide. The 
proposed indenture is inadequate, not- 
withstanding the employment by the 
company of a financial adviser. If 
indentures are to include provisions to 
protect investors against possible fail- 
ures to maintain the property and to 
build up adequate reserves for accru- 
ing depreciation, they should be built 
on a sound basis and should be effec- 
tive. 

‘The provisions of the “maintenance 
and replacement fund” are open to crit- 
icism both as to theory and as to 
practical operation. There are no facts 
in the record in this case which in- 
dicate that 11 per cent of the total gas 
operating revenues, less cost of gas 
purchased, is an adequate measure of 
the amount which should be spent for 
repairs and maintenance and to ade- 
quately provide for a depreciation re- 
serve. It is the duty of every cor- 
poration to maintain its property in 
first-class operating condition, and 
failure to do so will naturally accelerate 
the rate at which depreciation accrues. 
But experience has definitely shown 
that companies seldom fail to maintain 
their property, whereas they frequent- 
ly fail to provide adequate deprecia- 
tion. Consequently, the true test of 
an adequate depreciation reserve is not 
the expenditures made for maintenance 
but the failure to recognize the con- 
stantly decreasing amount of remain- 
ing service value of the various ele- 
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ments of property due to the approach- 
ing retirement. This cannot be tested 
by any percentage of operating rev- 
enues because accruing depreciation is 
not affected by the amount of rev- 
enues except indirectly or in unusual 
instances. 

The plan proposed in the indenture 
is, in our opinion, quite unsatisfactory, 
not only from the standpoint of its 
theory but because of the probability 
that it will not work effectively in 
practice and is more likely to result 
in funds remaining idle and unused 
which ought to be used productively, 
and because a hard and fast rule is 
applied for a 25-year period when con- 
ditions are likely to change and require 
adjustments. 

In the decision in Case 11929, Re 
Kings County Lighting Co. for au- 
thority to issue $4,200,000 principal 
amount first mortgage bonds—the 
Commission adopted a resolution au- 
thorizing the company to invite bids 
at public letting in which provision 
was made for the setting aside of a 
certain amount monthly, which, in our 
opinion, was the amount which at 
present should be provided for a de- 
preciation reserve, subject to being 
adjusted according to the changes in 
the original cost of various classes of 
depreciable property and the deprecia- 
tion rate applicable to each. This 
plan should be followed in this case 
and the resolutions herewith submitted 
so provide. As stated in the memo- 
randum in that case, adopted July 26, 
1945, the sum provided for in the res- 
olution and the order authorizing the 
final issuance of securities should be 
subject to readjustment as future con- 
ditions require. 
6 PUR(NS) 


Taxes Assumed 


[6] The assumption by the com. 
pany of certain taxes levied or to be 
levied against holders of the bonds re. 
quires comment. The indenture pro. 
vides that the company will reimburse 
any bondholder that is an insurance 
company for any franchise or insur. 
ance company tax, up to 2 per cent per 
annum on interest received, assessed 
by the state of Connecticut against 
such bondholders; and will also reim- 
burse any bondholder for any personal 
property tax, up to four mills per 
annum on each dollar of taxable value 
of the bonds (up to the principal 
amount), assessed by the common- 
wealth of Pennsylvania and/or any 
political subdivision thereof. 

It is difficult to understand the mo- 
tives or justification of such a provi- 
sion, particularly when the bonds are 
to be offered to the highest bidder at 
a public letting upon terms that should 
be fair to all with no favors or pref- 
erences. Why should the residents of 
any state or the purchasers in any 
class or area be singled out? Further, 
how would a bid from Connecticut 
or Pennsylvania or a group represent- 
ing in part or in whole purchasers in 
either or both of these states be rated 
for award against other bidders? 
How would the company or the Com- 
mission fairly determine what bid was 
the most advantageous to the com- 
pany? The provision should be strick- 
en from the indenture. 


Redemption Prices 


The prices at which the new bonds 
are to be redeemable upon a volun- 
tary basis will start at 3 per cent of the 
principal amount over the initial of- 
fering price (exclusive of accrued in- 
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terest) specified by the successful bid- 
der. This redemption premium is to 
be scaled down by regular progression 
on August Ist of each year starting 
August 1, 1946, to the nearest frac- 
tion of 4 until it reaches the principal 
amount of the bonds in the year be- 
ginning August 1, 1969. 

The redemption price of bonds re- 
deemed through the operation of the 
sinking fund or maintenance and re- 
placement fund or in the event the 
property subject to the lien of the 
mortgage is taken by eminent domain 
starts at the initial public offering 
price (exclusive of accrued interest) 
and is to be scaled down on August 
Ist of each year starting August 1, 
1946, so as to preserve the yield at the 
offering price to maturity until it 
equals the principal amount thereof in 
the year beginning August 1, 1969. If 
the bonds are not offered to the pub- 
lic by the successful bidder or bidders, 
the initial redemption price is to be 
the bid price scaled down to par at 
maturity. 


Preferred Stock 


The company asks authority to 
create a new series of preferred stock. 
The certificate of incorporation is to 
be amended to authorize 20,000 shares 
of $100 par value cumulative pre- 


Class 


% cumulative preferred stock $100 par value 20,000 
50,000 


Common stock, no par 


ferred stock to be issued in series. 
The company now asks authority to 
issue $1,500,000 par value of such 
new stock, which will bear a dividend 
rate and be sold at a price to be fixed 
as a result of competitive bidding. 

The present outstanding preferred 
stock consists of 30,000 shares of 6 
per cent cumulative participating pre- 
ferred stock of the par value of $50 
each. This series is entitled to 6 per 
cent cumulative dividends, payable 
quarterly, before common stock divi- 
dends. It is also entitled to additional 
dividends if and when dividends in 
excess of $3 per share are paid on the 
common stock. [Each share is to re- 
ceive an additional dividend at the 
rate of 4 per cent per annum (but not 
exceeding 8 per cent per annum in the 
aggregate) for each $3 dividend in 
excess of $3 per annum or proportion 
thereof paid on the common stock. 

The call price of this series of pre- 
ferred stock is 105 per cent of par plus 
accumulated dividends, provided divi- 
dends during the twelve months pre- 
ceding the redemption date have not 
exceeded 64 per cent. The company 
proposes to redeem this stock on Oc- 
tober 1, 1945. 

If this proposal is approved, the 
company’s capital stock structure will 


Par or Stated 
Shares Shares Value 
Authorized Outstanding Outstanding 
15,000 $1,500,000 
40,000 1,000,000 


55,000 $2,500,000 
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The dividends declared and paid on 
the company’s stock for the past five 
years were: 





[7] The new preferred stock is to 
be nonparticipating. However, the 
terms of the new issue originally pro- 
vided that whenever dividends were 
in default equivalent to four full 
quarterly dividends (now successive), 
the holders of such stock would be 
entitled to elect one less than a major- 
ity of the board of directors. 

According to this plan, the pre- 
ferred stockholders would never be 
able to elect a majority of the board 
and the company might fail to pay 
its preferred stock dividends year 
after year for many years and still the 
common stockholders who were re- 
sponsible for the management of the 
corporation would control and deter- 
mine the policies and administration 
of the corporation. 

This is obviously unfair and the 
Commission has before it a convinc- 
ing example of the injustice and un- 
wisdom of the plan in a New York 
company where the dividends in ar- 
rears have already amounted to about 
60 per cent of the par value of the 
preferred stock and the common stock- 
holders, who received nearly four 
times the stated value of their com- 
mon stock in seven years, are still in 
control. 

In response to criticism of the plan, 
the company now proposes that when 
dividends are in default to the extent 
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of eight full quarterly payments (non. 
successive), the preferred stockholder; 
will be entitled to elect a majority of 
the board and thus control the com. 
pany until all dividends in arrears have 
been paid, when the control would re. 
vert to the common stockholders, 
This plan is much more equitable thay 
the original suggestion. 

[8] It is proposed that the redemp- 
tion prices of the new preferred stock 
are to vary from $5 per share over the 
public offering price if redeemed dur. 
ing the first year after issuance to $3 
per share over the offering price after 
the fourth year. Mr. Lindsley, finan- 
cial adviser to the company, charac- 
terized the high premiums for the first 
few years as “window dressing.” 

The Commission does not favor 
“window dressing’ and there seems 
to be no reason why a 3-point call price 
should be adoted as a reasonable stand- 
ard for the initial redemption of bonds 
and a 5-point spread in the case of 
preferred stock. In the case of the 
preferred stock issued by the New 
York Power and Light Corporation, 
which sold on such a favorable basis 
to the company, the Commission ap- 
proved an initial premium of $3 per 
share for the first five years and $2 
per share thereafter. There is no rea 
son why this standard should not ap- 
ply to this case and the certificate sub- 
mitted by the company should be 
amended accordingly. 


Refinancing Costs 


The redemption of the presently 
outstanding bonds involves the pay- 
ment by the company of a 4 per cent 
premium amounting to $145,600. 
Redemption of the 6 per cent cumula- 
tive participating preferred stock re 
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quires payment of a 5 per cent pre- 
mium amounting to $75,000. 

The management feels it is desirable 
that funds for the redemption of the 
bonds be on deposit with the trustee 
before calling the issue. Miss Dillon, 
president of the company, testified 
that in her opinion, to borrow the nec- 
esary funds from a bank on a short- 
term loan might jeopardize the com- 
pany’s bargaining position due to the 
many uncertainties attending an oper- 
ation of this nature. Assuming a 3 
per cent interest rate on the new is- 
sue, the duplicate interest charge for 
a 30-day call period would be $9,100. 

The company also proposes to issue 
new preferred stock before the old pre- 
ferred stock is retired with the result 
that for a period the company will be 
paying dividends on two stock issues. 


According to the time schedule sub- 
mitted, this period will be approxi- 
mately one week producing duplicate 
interest at 4 per cent or about $1,250. 

Further, the company is so reluc- 
tant to take even the slightest chance 
that it proposes to arrange a standby 
agreement with banks for which an 
additional charge will probably be 
made. The amount of this charge is 
not indicated in the record. 

The registration statements contain 
estimates of expenses of the contem- 
plated financing. The total of the 
items listed for bonds and stock is 
$72,293, but some of the items refer 
to the securities to be refunded. No 
allowance for the costs and expenses 
of the Commission’s staff for this pro- 
ceeding is included. The items sub- 
mitted by the company are: 


Bonds Stock Total 


1, P.S.C. filing fee for approval of bonds and preferred 


stock 


$266 $914 


. P.S.C. filing fee for approval of amendment to certifi- 


cate of incorporation 
. Mortgage recording tax 
. SEC filing fees 
. Federal stamp tax 


10 
18,200 
540 
4,004 


. Trustee’s fees (including counsel fees) for redemption 


of old bonds and handling of new bonds 


4,275* 


7. Registrar’s and transfer agent’s fees on redemption of 


old and issuance of new preferred stock 
. Federal stamp tax 
. Original issue tax (New York) 
. Financial adviser’s fees 
. Legal services for petitioner 
. Accounting services 
. Printing and engraving expenses 
. Miscellaneous 


_—_ 


* Estimated. 


Items 1 to 5 and 8 and 9 are deter- 
mined by law. Items 6 and 7 must 
be allocated between the old and new 
securities before approval by the Com- 
mission. 

[9] With regard to item 10, Miss 
Dillon testified that no official of the 
company has had any experience with 
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1,650* 
1,650 
1,000 
2,500 
9,000* 
1,500* 
20,000* 
7,050* 
$72,293 


,600 
450 
8,000 
2,779 








$20,293 


public competitive bidding. It was 
therefore felt that the management 
should have the advice of a firm spe- 
cializing in this type of work. The 
Commission has adopted a policy of 
public, competitive bidding. It was 
announced before this case arose. 
There see'a to be no reason why a 
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person associated with one prospective 
bidder should be paid for advice. The 
possibilities under such a practice are 
too obvious. 

Item 11, legal services for petition- 
er, appears to be large for an issue 
of this size. However, the Commis- 
sion will reserve decision. 

Item 12 represents the cost of inde- 
pendent accounting service. 

Item 13 is exceptionally heavy for 
issues of this size but registration 
statements, prospectuses, and other 
documents relating to each issue must 
be printed for distribution to bidders 
and others under the requirements of 
the Securities and Exchange Com- 
mission. 

As required by the uniform system 
of accounts now in effect, the company 
proposes to transfer to surplus the un- 
amortized premium on the old bonds 
of $57,542 and to write off against 
surplus $40,232 of unamortized debt 
discount and expense applicable there- 
to. When the outstanding preferred 
stock is redeemed, it will be neces- 
sary to charge to surplus $33,588 rep- 
resenting capital stock expense appli- 
cable to this stock. The net of these 
items is $16,278. 

[10-12] Summarizing the cost 
above stated and accepting for the 
moment the estimate of $72,300 of 
expenses used in the preparation of the 
company’s exhibits, we have: 

Cash expenditures 


Expenses 

Premium on bonds 
Premium on stock 
Duplicate interest 
Duplicate dividends 


Write-off 
Net unamortized premium on 
bonds and capital stock expense 
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Each of these items must bs 
charged off at once except the expenses 
finally approved by the Commission 
for which estimates have been made 
amounting to $72,300. The amount 
finally determined to be applicable to 
the bonds may be spread over the life 
of the bonds. The amount applicable 
to the stock may be carried as a capi- 
tal stock expense and no amortization 
is required by the uniform system of 
accounts. However, companies that 
follow a conservative financial program 
frequently write off the expense con- 
nected with stock issues immediately 
or over a very short period. That 
policy might wisely be followed in this 
instance. 

To show the approximate effect of 
the refinancing on the company’s in- 
come, a condensed pro forma income 
statement for the year ended May 31, 
1945, was submitted. This assumes 
the new financing was all applicable to 
that year. Net interest and amortiza- 
tion charges for the period were 
$144,985 as against the comparable 
figure of $112,200. The latter fig- 
ure assumes an annual amortization 
of all expenses of $3,000, which is 
excessive upon the basis of $52,- 
000 spread over a 25-year life of the 
bonds. 

Offsetting, the indicated saving of 
$32,785, there will be an increase in 
Federal income taxes estimated by 
the company at $13,000 (about 40 per 
cent of the saving), leaving a net gain 
in income available for stock dividends 
and other corporate purposes of 
about $20,000. 

Dividend requirements on the new 
series of preferred stock are estimated 
at 4 per cent, reducing this item from 
$90,000 to $60,000. This would leave, 
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according to the pro forma state- 
ment of income, nearly $232,000 for 


common stock dividends and other re- 
quirements. 


Condensed Income Statement 


Operating Revenues (a) 


Operation and Maintenance 
Depreciation 
Operating Taxes 


Total Operating Revenue Deductions 


Net Operating Revenue 
Other Income 


Gross Income 
Interest on First Mo 


Amortization of Bond 
Other Income Deductions 


age Bonds 


remium & Expense—net 


Twelve Months 
Ended 
May 31, 1945 


Per Books Pro Forma 


$2,966,591.26 $2,966,591.26 
$1,767,984.25 $1,767,984.25 
205,546.74 205,546.74 
362,235.99 362,235.88 
$2,335,766.87 $2,335,766.87 


$630,824.39 $630,824.39 
1,948.07 1,948.07 


$632,772.46 
$145,866.66 $109,200.00 


881.80 R 3,000.00 
43,219.46 43,219.46 





























Total Income Deductions, exclusive of Federal Income 


Net Income, before Federal Income Taxes 


Federal Income Taxes—estimated 


Net Income after Federal Income Taxes 


Dividend requirements on Preferred Stock—Annual basis 


$188,204.32 $155,419.46 


$477,353.00 
185,500.00 (b) 


$291,853.00 
60,000.00 (c} 








172,500.00 


$272,068.14 
90,000.00 








Net Income available for dividends on Common Stock 


and Other Corporate Purposes 


Notes : 
ft. for period Dec. 


$231,853.00 


(a) Includes a as from temporary increase in gas rates of 3¢ per M cu. 
1944, to May 31, 1945, amounting to approximately $52,000. 


(b) Exclusive of sdeeaaoaiae on account of expenses in connection with redemption 


of 4% bonds. 


(c) Taken at 4%, subject to variation of $1,500,000 for each 0.1% variation in dividend 


rate. 


R=Red Figure. 


The sinking-fund requirements un- 
der the indenture will be $20,000 per 
year for the first three years, the ini- 
tial payment coming due on December 
20, 1946. There would remain, then, 
after reserving this amount from in- 
come, about $212,000 available for 
credits to surplus, common stock div- 
idends and other purposes on the 
basis of the pro forma income state- 
ment, 


Conclusions 


It has been unnecessary to discuss 
203 


many subjects which would have re- 
ceived attention had it not been that 
the accounts and finances of this com- 
pany have been reviewed in other pro- 
ceedings, that all of the adjustments 
recommended by the Commission 
from time to time have been promptly 
adopted, that the property accounts 
are all on an original cost basis, that 
the company has adequate deprecia- 
tion reserves for which it is providing 
through operating charges ample pro- 
vision monthly and that from the point 
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of view of earnings the company is 
being successfully operated. 

Certain criticisms have been made 
of the pending proposal and certain 
changes are required herein. These 
may necessitate amendments of the 
papers submitted including the inden- 
ture, for it must be made to conform 
to the resolution authorizing the com- 
pany to invite bids at a public letting, 
and certain documents have yet to 
be submitted before the Commission 
may officially act. 

[13] The Commission has not been 
in favor of “package” bidding, that 
is, the receipt of bids for senior and 
junior security issues at the same time. 
There seems to be no reason why an 
exception should be made in this in- 
stance. It is desirable that everything 


should be done to enlarge the field of 
possible bidders and it is known that 


there are certain financial interests 
that do not think it wise to hold senior 
and junior securities in the same cor- 
poration. Further, the experience of 
the Commission shows that the plan 
under which a senior security is first 
offered for bidding and some time is 
allowed to elapse between the award 
of such issue and the receipt of bids 
and the award on a junior issue has 
so far been very successful and should 
be followed in this instance. 
According to the time schedule sub- 
mitted, the company proposes to ad- 
vertise for bids on the proposed bond 
issue upon Monday, August 27, 1945, 
assuming that the Commission adopts 
a resolution authorizing it so to do 
before August 10, 1945. Bids are to 
be opened upon Wednesday, Septem- 
ber 5th, which means that only nine 
days will elapse between the invitation 
and the opening of bids. This period 
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is short and the interval includes , 
Saturday, a Sunday, and a holiday 
Labor Day. The company has fixed 
this period notwithstanding the fac 
that there is much doubt as to whether 
it is favorable to the marketing of 
bonds upon the most advantageous 
terms to the company. The resolu. 
tion submitted herewith authorizing 
the company to invite bids does not 
require that this time schedule be ad- 
hered to, and responsibility for select- 
ing the best period must rest upon the 
company. 

The company also proposes to aé- 
vertise for bids on the preferred stock 
upon September 10th and to allow only 
seven days between such advertise- 
ment and the opening of bids. This 
period is shorter than usual. There 
seems to be no apparent reason why 
it should be so short. Eurther, the 
bonds are to be offered to the public 
on September 7th—a Friday—and 
bids are to be invited on the preferred 
stock upon the following Monday— 
another short interval. The resolv- 
tions submitted herewith will not per- 
mit this program to be carried out for 
obvious reasons. 

Following the practice adopted in 
the resolution relating to the recent 
issue of the Kings County Lighting 
Company bonds, the bond resolution 
requires the company to make ade- 
quate provision for accruing deprecia- 
tion. In Case 10131, decided in May, 
1941, the Commission fixed the ar- 
nual depreciation rates on each class 
of gas property of the Brooklyn Bor- 
ough Gas Company and in Case 9994, 
as a condition to the issuance of st 
curities, required the company to 
create a reserve on the basis of such 
rates. The provision seems to have 
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yorked satisfactorily over a period of 
four years and the same clause is in- 


corporated in the resolution in this 
case. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Benjamin H. 


Davis et al. 


Cheltenham & Abington 


Sewerage Company 


Complaint Docket No. 10967 
November 13, 1944 


OMPLAINT to obtain refunds to patrons after termination of 
rate proceeding; hearing ordered and scope of proceeding 
limited. See also post, p. 207. 


Reparation, § 48 — Complainants. 


1. The technical standing of complainants to conduct a proceeding to ob- 
tain refunds for patrons after termination of a rate proceeding is imma- 
terial since, under § 313 of the Public Utility Law, the Commission is 
required to award refunds for and on behalf of all patrons, and, if neces- 
sary, would institute a proceeding on its own motion to that end, p. 206. 


Reparation, § 43.1 — Scope of proceeding — Validity of assignment of interest 


by patron. 


2. The Commission, in determining the patrons entitled to refunds and the 
amount of refunds after the termination of a rate proceeding, is not re- 
quired to pass upon the legal validity of any assignment of interest by a 
patron, since this is a matter of contract law for the courts, and the Com- 
mission’s function will be performed when it directs the payment to patrons 
of such refunds as are found to be due and to patrons entitled thereto 
according to the records of the utility company, p. 206. 


By the Commission: During the 
ten years this proceeding has been be- 
fore the Commission, pleadings and 
counter-pleadings have tended to de- 
lay the proceeding and obscure the es- 
sential issue which is the amount of 
reparations due consumers of respond- 
ent. The reparation or refund period 


205 


a 


has been authoritatively determined by 
the Pennsylvania supreme court in 
Cheltenham & A. Sewerage Co. v. 
Public Utility Commission (1942) 
344 Pa 366, 43 PUR(NS). 477, 25 A 
(2d) 334, as beginning August 30, 
1935, and ending January 1, 1937, 
and the sole matters remaining for 
60 PUR(NS) 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


our determination are the patrons en- 
titled to refunds and the amounts of 
such refunds. For the purpose of as- 
certaining these matters the Commis- 
sion bureau of accounts was directed 
to make an examination of the books 
and records of respondent, and a re- 
port of the results of this examination 
has been submitted, giving the names 
of the patrons entitled to reparation 
and the amounts to which they are 
respectively entitled under the cited 
decision of the supreme court. 

[1, 2] Respondent has questioned 
the status of certain complainants and 
has disputed the validity of various as- 
signments of interest by various 
patrons. As we view the case, the 
technical standing of the complainants 
to conduct the proceeding is immate- 
rial since, under § 313 of the Public 
Utility Law, we are required to award 
refunds for and on behalf of all pa- 
trons, and, if necessary, would institute 
a proceeding on our own motion to 
that end. Similarly, we do not deem 
it necessary to pass upon the legal 
validity of any assignment of interest 
by a patron. This is a matter of con- 
tract law for the courts. Our function 
will be performed when we direct the 
payment to patrons of such refunds as 
are found to be due. We do not have 
the duty to examine the circumstances 
of each patron to determine whether 
or not some other entity is legally en- 


titled to receive the refund due by rea. 
son of the patron’s overpayment. We 
will direct the payment of refunds to 
the patrons entitled thereto according 
to the records of respondent, and re. 
spondent will comply with our order 
if payment is made to such patrons, 

For the purpose of completing the 
record in this proceeding, a further 
hearing is necessary, and it should 
be limited in scope in accordance with 
the above expressions; therefore, 

Now, to wit, November 13, 1944. 
it is ordered: 

1. That a hearing be held at 10 
A.M., Tuesday, December 5, 1944, in 
City Hall, Philadelphia. 

2. That, at such hearing, the report 
of the Commission bureau of accounts, 
dated October 10, 1944, be incorporat- 
ed in the record. 

3. That a copy of the bureau of ac- 
counts’ report of October 10, 1944, 
be forthwith forwarded to counsel for 
complainants and counsel for respond- 
ent. 

4. That no evidence be received at 
the hearing which does not relate di- 
rectly to the factual correctness of the 
names and amounts set forth in the 
schedule of reparations shown in the 
bureau of accounts’ report of October 
10, 1944. 

The Chairman and Commissioner 
Thorne being absent did not partici- 
pate in the vote on this order. 
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DAVIS v. CHELTENHAM & ABINGTON SEWERAGE CO. 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Benjamin H. 


Davis et al. 


Cheltenham & Abington 
Sewerage Company 


Complaint Docket No. 10967 
August 6, 1945 


| grwsiong for permission to submit proof as to status of com- 


plainants in reparation proceeding; dismissed. 


See also 


ante, p. 205. 


Reparation, § 46 — Evidence as to claimants. 
Petitions for the opportunity to offer proof as to the status of specific 
complainants, in a proceeding to determine reparation awards after com- 
pletion of a rate proceeding, should be denied where the Commission has 
ruled that refunds should be made to patrons entitled thereto according 
to utility company records without examining the circumstances of each 
patron to determine whether or not some other entity is legally entitled to 


receive the refunds. 


(THoRNE, Commissioner, dissents.) 


By the Commission: This matter 
is now before us upon petitions and 
answers of complainant and respond- 
ent. The petition of the respondent 
seks opportunity to offer proof that 
Benjamin H. Davis is not a proper 
complainant by reason of the fact that 
at the institution of the complaint and 
atno time prior to April 13, 1944, was 
Davis the owner or lessee of any prop- 
erty served by the respondent, and 
that under tariff regulations of the re- 
spondent in force at the time, he could 
not have been a patron of respondent. 
The petition of Glenside Home Protec- 
tive Association, Inc., asks that leave 
be granted to submit in evidence the 
original record or minute book of its 
meetings and meetings of its executive 
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committee, together with a copy of its 
charter, bylaws, and amendments 
thereto. 

At the hearing of May 17, 1945, 
both parties closed their case subject 
to the Commission’s ruling on these 
petitions. 

The petition of respondent ques- 
tions the status of a specific complain- 
ant, and another complainant asks to 
be permitted to submit what it de- 
scribes as the best available evidence 
upon the question of its authority to 
receive various assignments of inter- 
est of various patrons. The same is- 
sues -were discussed in our order of 
November 13, 1944, 60 PUR(NS) 
ante, p. 205, as follows: 

“Respondent has questioned the 
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status of certain complainants and has 
disputed the validity of various as- 
signments of interest by various pa- 
trons. As we view the case, the 
technical standing of the complainants 
to conduct the proceeding is immate- 
rial since, under § 313 of the Public 
Utility Law, we are required to award 
refunds for and on behalf of all pa- 
trons, and, if necessary, would in- 
stitute a proceeding on our own mo- 
tion to that end. Similarly, we do 
not deem it necessary to pass upon the 
legal validity of any assignment of in- 
terest by a patron. This is a matter 
of contract law for the courts. Our 
function will be performed when we 
direct the payment to patrons of such 
refunds as are found to be due. We 
do not have the duty to examine the 
circumstances of each patron to deter- 
mine whether or not some other en- 


tity is legally entitled to receive the 
refund due by reason of the patron’s 


overpayment. We will direct the pay- 
ment of refunds to the patrons entitled 
thereto according to the records of re- 
spondent, and respondent will com- 
ply with our order if payment is made 
to such patrons.” 


The petitions now before us present 
nothing inducing a different conclu. 
sion. Both petitions will be dismissed; 
therefore, 

It is ordered: 

1. That the petitions of respondent 
and the Glenside Home Protective As- 
sociation, Inc., asking opportunity to 
present additional evidence, be and 
are hereby dismissed. 

2. That any party desiring to sub- 
mit a brief in this proceeding shall do 
so on or before August 22, 1945. 

Commissioner Thorne files a dis- 
senting opinion. 


THORNE, Commissioner, dissenting: 
I dissent from the opinion of the 
majority in the case because I believe 
that no order is necessary to dismiss 
this petition, and because the grant- 
ing of an opportunity to file a brief is 
only another subterfuge to further de- 
lay a decision in the case. The Com- 
mission has attempted to be courteous 
to the parties involved, and their at- 
torneys, and, as a result, this case has 
been unduly prolonged for nine years. 

I believe the case should be decided 
at once, as I am opposed to any fur- 
ther delay. 
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LEIGHTON v. NEW YORK TELEPHONE CO. 


NEW YORK SUPREME COURT, SPECIAL TERM, 
NEW YORK COUNTY 


Leon Leighton 


New York Telephone Company 


184 Misc 827, 55 NY Supp2d 193 
May 3, 1945 


pr st to compel telephone company to recapture exten- 
sion telephones and distribute them among persons without 
service; motion to dismiss granted. 


Courts, § 19 — Conflicting jurisdiction of Commission. 
1. Courts should not interfere by summary adjudication or by mandamus 
in public utility matters highly technical in character, and often far-reach- 
ing in their economic consequences, until they have been considered and 
passed upon by the Commission, p. 210. 


Mandamus, § 9 — Equal distribution of telephones — Proceeding before Com- 


mission. 


2. A proceeding in the nature of mandamus to compel a telephone com- 
pany to recapture extension telephones in residences of subscribers who 
have more than one instrument and distribute those extra instruments among 
applicants for service who have not been accorded service, because of a 
shortage of instruments, should be dismissed in view of the complicated 
considerations of fact, policy, and administration involved, which should 
receive the attention of the Commission in a pending proceeding for the 


same relief, p. 210. 


APPEARANCES: Leon Leighton, of 
New York city, pro se; Ralph W. 
Brown, of New York city (Bleakley, 
Platt & Walker, Frank A. Fritz, and 
Arthur C. Patterson, all of New York 
city, of counsel), for respondent. 

Peck, J.: This is a motion to dis- 
miss the petition in a proceeding, in 
the nature of mandamus, to compel 
respondent, New York Telephone 
Company, to recapture the extension 
telephones in residences of subscribers 
who have more than one instrument 
and distribute those extra instruments 
among applicants for service who have 

[14] 
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not been accorded service because of 
the shortage of instruments. Peti- 
tioner alleges that he is one of 75,000 
residents in the territory served by re- 
spondent who have not been able to 
secure telephone installations and 
that there are outstanding 75,000 res- 
idential extensions which, if recap- 
tured, would fill the needs of all those 
in the position of petitioner. 
Petitioner relies for relief upon the 
provisions of the Public Service Law, 
§ 91, requiring every telephone cor- 
poration to furnish such instrumentali- 
ties and facilities as shall be adequate, 
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just, and reasonable and not give any 
undue or unreasonable preference or 
advantage to any person or subject 
any person to any undue or unreason- 
able prejudice or disadvantage in any 
respect whatsoever. 

The respondent’s motion to dismiss 
the petition is made upon the grounds 
(1) that the War Production Board 
has nation-wide jurisdiction to allo- 
cate telephone facilities and that this 
court should not make a segmentary 
invasion of that field; (2) that the 
Public Service Commission of the 
state has jurisdiction over the service 
of respondent and that this court 
should not preémpt or interfere with 
that jurisdiction; (3) that the peti- 
tion is not sufficient to warrant the 
granting of petitioner’s application in 
any event, particularly in view of the 
absence from the proceeding of per- 


sons having extension telephones who 
would be affected by the decision of 
the court. 


Undoubtedly the War Production 
Board has jurisdiction in this matter 
but it has not elected to exercise its 
jurisdiction, probably for the reason 
that the distribution of extension tele- 
phones among residences is of minor 
importance to the war. The court 
would not be deterred from taking 
jurisdiction, therefore, because of the 
authority of the War Production 
Board. 

[1, 2] The jurisdiction of the Pub- 
lic Service Commission is another 
matter, however, because it is specifi- 
cally charged by the law of this state 
with supervision of the manner in 
which the lines and property of tele- 
phone corporations within its juris- 
diction are leased, operated or man- 
aged “with respect to the adequacy 
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and accommodation afforded by their 
service. .” Public Service Law, 
§ 94. The Commission is further 
given power to assure the adequacy 
and fair distribution of service. Sec- 
tions 96, 97. The petitioner concedes 
the jurisdiction of the Public Service 
Commission and advises that he has 
instituted a proceeding before the 
Commission to secure the same relief 
as he seeks by this proceeding (the 
Commission still has the matter under 
advisement), but contends that the 
jurisdiction of this court is concurrent 
and should not be refused because of 
the jurisdiction of the Public Sery- 
ice Commission. The _petitioner’s 
principal reliance is Kovarsky v. 
Brooklyn Union Gas Co. (1938) 279 
NY 304, 26 PUR(NS) 353, 18 NE 
2d 287, which held that a repre- 
sentative action might be maintained 
by a consumer to restrain a gas com- 
pany from making an illegal service 
charge and that the plaintiff was not 
confined to a proceeding before the 
Public Service Commission. 

The Kovarsky Case, supra, is prob- 
ably a qualification of the rule, as 
stated in Towers Management Corp. 
v. Thatcher (1936) 271 NY 94, 97, 
2 NE(2d) 273, that mandamus will 
not issue where another remedy is 
available or provided by law and that 
a petitioner should exhaust his remedy 
before an administrative agency hav- 
ing jurisdiction before resorting to a 
mandamus proceeding. 

It should be noted, however, that 
the Kovarsky Case, supra, was not a 
mandamus proceeding but was an ac- 
tion for an injunction, and the court 
went upon the ground that there was 
only a question of law involved, and in 
that event direct application for relief 
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might be made to the court. It was 
clear in that case by the express word- 
ing of the statute that the action of 
the respondent was illegal, without 
any facts to consider or other consid- 
erations to weigh. 

It remains true, however, as Judge 
Shientag said in Earl Carroll Realty 
Corp. v. New York Edison Co. 141 
Misc 266, 270, PUR1931E 297, 252 
NY Supp 538, 544: 

“Certainly sound policy would seem 
to dictate that courts should not in- 
terfere by summary adjudication or 
by the extraordinary remedy here 
sought, in matters highly technical in 
character and often far-reaching in 
their economic consequences, until they 
have been considered and passed upon 
by the trained body established for 
that very purpose and_ especially 
equipped to examine into the intricate 
facts commonly involved in public 
utility problems.” 

Also, as held in Walsh v. LaGuardia 
(1936) 269 NY 437, 199 NE 652, 
the parties affected are entitled to be 
heard. 

On the face of this matter there 
would seem to be considerable merit 
in the claim that a fair distribution of 
telephone facilities would be aided by 
the telephone company taking surplus 
instruments which it owns from those 


who have adequate telephone service 
without extensions and employing 
such instruments to establish service 
for those who have no service at all. 
On the other hand, there are many 
questions and considerations which 
would necessarily arise as to the prac- 
ticability and perhaps desirability of 
taking such action and in fixing the 
standards which are to be applied in 
determining the need for extensions 
and whether extensions should be tak- 
en from one and not from another. 

The formulation and administration 
of a recapture program, assuming its 
practicability and desirability, is not 
feasible in a court proceeding but is 
peculiarly the kind of matter which 
should receive the attention of the ad- 
ministrative body which has been set 
up for dealing with such problems. 
Certainly there is no mere question of 
law involved in this case as in the 
Kovarsky Case, supra, but, on the 
contrary, there are complicated con- 
siderations of fact, policy and admin- 
istration. The court is so clear as to 
the unsuitability of this forum for 
handling such an issue, and that peti- 
tioner should be remanded to the pro- 
ceeding which he has already instituted 
before the Public Service Commission, 
that the motion to dismiss the petition 
is granted. 
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GEORGIA PUBLIC SERVICE COMMISSION 


Re J. Smith Lanier, Doing Business As 
Interstate Telephone Company, et al. 


File Nos. 19398-1, 19438-1, Docket No. 7519-A 
June 8, 1945 


NVESTIGATION of rates of local exchange company; reduction 
ordered. 


Rates, § 194 — Unit for rate making — Lessor and lessee telephone companies. 
1. Consolidation of all revenues, expenses, and investment or cost of prop- 
erty was approved in the case of a lessee operating a telephone exchange 
and receiving local revenues and a lessor owning the property and receiy- 
ing toll revenues, thus obviating the necessity of making a determination 
as to the reasonableness of any rental payment charged as an operating 
expense by the lessee and credited as operating revenue by the lessor and 
avoiding the necessity of a complete separation between exchange and toll 
service, including division of revenues, expenses, and plant value, p. 214. 


§ 105 — Powers of Commission — Exchange and toll telephone revenues 
2. Compensation received by a lessor on long-distance toll service is part 
of earnings subject to regulation and, in fact, represents a portion of the 
charges collected from subscribers for toll service, although under a con- 
tract between the operating lessee and the lessor owning the property the 
lessor receives all toll revenue, p. 214. 


§ 202 — Unit for rate making — Telephone exchange and toll revenues. 
3. Consolidation of results of exchange and toll operations at a telephone 
exchange was found to be the simplest method for correctly determining 
earnings, as well as the amount by which exchange rates should be reduced, 
where a lessee operated and bore the entire expense of the telephone busi- 
ness, retaining all revenue collected for local exchange telephone service, 
while the lessor received all toll revenue, representing commissions or com- 
pensation paid by another company for originating and terminating long- 
distance messages, p. 214. 


Payment, § 53 — Discounts and penalties to enforce. 
4. Discounting of telephone bills and imposition of a penalty for delayed 
payments should be eliminated where advance billing for exchange tele- 
phone service is permitted, p. 216. 


Rates, § 103 — Jurisdiction of state Commission — Exchange telephone service — 
Interstate communication. 

5. A state Commission, in view of the definition of “telephone. exchange 

service” in Title 47 USCA § 153(r) and the exemption of exchange serv- 

ice from the jurisdiction of the Federal Communications Commission by 

Title 47 USCA § 221(b) has jurisdiction to prescribe rates for a local 
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company although subscribers across a state line are served, 


(Kyicet and Perry, Comtnissioners, dissent in part.) 


By the Commission: On March 
28, 1945, the Commission issued a 
rule nisi against J. Smith Lanier, 
d/b/a the Interstate Telephone Com- 
pany and Campbell B, Lanier, Miss 
Edith K. Lanier, Mrs. Ruth Lanier 
Mize, and Mrs. Gillian Lanier Nash, 
a partnership d/b/a the Lanier Com- 
pany, to show cause why rates and 
charges for telephone service provided 
in West Point, Georgia, should not be 
reduced and just and reasonable rates 
prescribed, and why the Commission 
should not determine, revise, prescribe, 
and make effective a fair and equi- 
table arrangement between the Lanier 
Company and the Interstate Telephone 


Company for the operation and use of 


telephone facilities. The rule nisi was 
returnable on May 9, 1945, when it 
came on to be heard. J. Smith Lanier 
appeared on his own behalf and Camp- 
bell B. Lanier appeared on behalf of 
the Lanier Company. Mr. C. L. Rit- 
tenhouse, principal engineer of the 
Alabama Public Service Commission, 
attended the hearing as a representa- 
tive of that Commission. 

The Lanier Company owns all of 
the telephone plant and equipment used 
in the rendition of telephone service 
in the West Point Exchange area, 
which, in turn, is leased to J. Smith 
Lanier, d/b/a the Interstate Telephone 
Company, who furnishes local, as well 
as long-distance telephone service to 
telephone subscribers located in West 
Point, Georgia, and Lanett and Shaw- 
mut, Alabama, from the West Point, 
Georgia Exchange. Under this lease 
agreement, dated July 1, 1940, J. 
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Smith Lanier (the lessee) pays $10,- 
000 per annum to the Lanier Com- 
pany (the lessor), and the lessee re- 
tains all revenue collected for local 
exchange telephone service, while the 
lessor receives all toll revenue repre- 
senting commissions or compensation 
paid by the Southern Bell Telegraph 
and Telephone Company for originat- 
ing and terminating long-distance 
messages. In addition, the lessor re- 
ceives a payment of $4,200 per year 
from the West Point Manufacturing 
Company for the lease of certain trunk 
lines connecting the West Point tele- 
phone exchange with those of the 
West Point Manufacturing Company 
in Langdale, Fairfax, and Riverview, 
Alabama. The lessee bears the entire 
expense of operation of the telephone 
business, including maintenance of 
plant and equipment, but depreciation 
expense is charged by the lessor. As 
a result, the lessee earns little net rev- 
enue from the operation since substan- 
tially all expenses are paid from local 
exchange service receipts only, while 
the lessor’s net revenue is large. Asa 
matter of fact, the lessee pays all oper- 
ators’ salaries, some of whose time is 
used in the handling of long-distance 
messages, the entire revenue from 
which goes to the lessor. 

In the hearing of this matter, Com- 
mission’s counsel developed very fully 
the specific details with reference to 
the lease agreement and the purpose 
for which it was drawn. J. Smith 
Lanier formerly owned all telephone 
property located in and adjacent to 
West Point and in 1940 transferred 
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this property to the Lanier Company, 
all of the partners of which are his 
children. The children gave him a 
note for the property, the amount of 
which represented its equity value at 
the time which was arrived at by 
deducting both the amount of the then 
existing loan (assumed by the chil- 
dren) and the balance in the deprecia- 
tion reserve from the book value of 
plant and equipment. Subsequently, 
J. Smith Lanier gave his children his 
own notes from time to time until the 
total amount thereof equalled the 
amount of the note given for the trans- 
fer of the telephone property. It ap- 
pears that all notes so given between 
father and children have now been 
balanced off and canceled and further 
that the former mortgage indebtedness 
on the telephone property assumed by 
the children has now been fully dis- 
charged by them. It follows, there- 
fore, that the property is now owned 
completely by the children unincum- 
bered by long-term debt. 

[1-3] The Commission’s staff in- 
troduced exhibits showing the results 
of operation of both the Interstate 
Telephone Company and the Lanier 
Company representing analyses of rev- 
enues, expenses, and investment as 
shown in the Annual Reports to the 
Commission. J. Smith Lanier ex- 
pressed surprise over the fact that the 
results of operation as reported sepa- 
rately to the Commission, had been 
combined to show the over-all earnings 
of the telephone operation. While it 
is entirely proper for separate individ- 
uals or partnerships to file individual 
reports to the Commission so long as 
each report correctly shows receipts, 
disbursements and investment, the 
filing of such separate reports does not 
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preclude the Commission from giving 
consideration to them in any prope 
manner. Under the circumstances jy 
this case, there are two basic methods 
by which over-all earnings may be 
measured. One method is that used 
by the Commission’s staff consolidat- 
ing all revenues, expenses, and invest- 
ment or cost of property, which meth- 
od obviates the necessity of making a 
determination as to the reasonableness 
of any rental payment charged as an 
operating expense by J. Smith Lanier 
and credited as operating revenue by 
the Lanier Company, since the result 
is the same, irrespective of the amount 
of rent paid and received. The other 
method of measuring earnings would 
involve a precise determination of the 
proper amount of lease payment which 
is to be allowed as an operating ex- 
pense and in effect would require a 
complete separation between exchange 
and toli service, including division of 
revenues, expenses and plant value. 
While difficult, such a separation can 
be made, but obviously, it must be 
based on traffic for some period, and 
variations would be expected to occur 
for other periods. It was also con- 
tended by the respondent to the rule 
nisi that the earnings representing 
compensation received on long-dis- 
tance toll service were beyond the 
jurisdiction of the Commission be- 
cause such earnings represented con- 
tract payments received from another 
utility and that such revenue belonged 
to the contracting party and had no 
relation to rates for service. In an- 
swer, it is concluded that such rev- 
enues are part of earnings which are 
subject to regulation and, in fact, rep- 
resent a portion of the charges col- 
lected from subscribers for toll serv- 
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. There would be few, if any, ex- 
hanges in Georgia which would show 
“n a minimum fair return on a rate 
ase if toll net earnings were exclud- 

Certainly it cannot be argued 

at toll gross revenues are to be over- 

lboked, while at the same time deduct- 

ng from exchange revenues expenses 
in connection therewith. 

This, in effect, would be the result 
if the reasonableness of exchange rates 
in West Point is to be measured by 
the exchange operating earnings of 
the Interstate Telephone Company 
alone without consideration given to 
the earnings of the Lanier Company. 
Furthermore, the elimination of toll 
revenue, even though associated ex- 
penses be excluded at any exchange 
in Georgia, would require a substantial 
increase in exchange rates if a reason- 
able return on a fair rate base is to be 
allowed. Such a policy would be con- 
trary to the established and sound reg- 
wlatory practices of this Commission 
and would permit excessive earnings 
to the extent of such net toll revenue. 
It is, therefore, necessary and proper 
to give full consideration to all earn- 
ings, and consolidation of results of 
the two operations in West Point is 
found to be the simplest method for 
correctly determining such earnings, 
as well as the amount by which the ex- 
change rates should be reduced. 

The exhibits prepared by the Com- 
mission’s staff from the annual reports 
of the respondents show gross ex- 
change service revenue of $47,550.36 
received by the Interstate Telephone 
Company in the year 1944. The 
Lanier Company received a gross toll 
revenue of $24,414.82 and gross rev- 
enue from lease of trunk lines of $4,- 
200, or a total gross revenue of $28,- 
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614.82 in 1944, excluding the lease 
payment of $10,000 received. The 
consolidated gross revenue of both 
companies, therefore, was $76,165.18. 
Operating expenses of the Interstate 
Telephone Company were $34,015.10 
excluding the $10,000 lease payment 
to the Lanier Company. The operat- 
ing expenses of the Lanier Company 
for the same year were $14,234.34 in- 
cluding depreciation expense in the 
amount of $6,051.54. Interstate’s net 
revenue in 1944 was $3,535.26 after 
deducting the rental of $10,000 and 
the Lanier Company’s net was $24,- 
380.48, including the rental received. 
The total consolidated net revenue, 
therefore, was $27,915.74 and this 
amount is not affected by the amount 
of the lease payment, since any such 
deduction on Interstate’s income state- 
ment will be an equal revenue on the 
Lanier Company’s income statement. 
Inasmuch as all revenues from tele- 
phone service provided to the public 
are being considered, the consolida- 
tion of net revenues precludes the ne- 
cessity of determining the proper 
amount to be paid for lease of tele- 
phone property for the purpose of this 
case. 
Mr. Campbell B. Lanier read into 
the record the amount of gross toll 
commissions received at West Point, 
Georgia, for each of the past thirteen 
years and it was contended that the 
present high level of toll earnings is a 
result of the war and that these earn- 
ings will decrease materially after the 
end of hostilities. It was suggested 
that toll earnings for the year 1940 
would be more representative of aver- 
age peacetime toll traffic, during which 
year the toll commissions received 
were approximately $10,000 as com- 
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pared to approximately $24,000 in 
1944. There is merit in this conten- 
tion and it is recognized that toll traf- 
fic and revenue derived therefrom will 
decease, the extent however, is sub- 
ject to individual opinion. However, 
as Commission counsel brought out in 
cross-examination, there have been 
recent and substantial increases in 
compensation paid by the Southern 
Bell Telegraph and Telephone Com- 
pany to the independent connecting 
companies for origination and termi- 
nation of long-distance messages to 
and from-independent company sub- 
scribers. The revisions in compensa- 
tion made effective since 1940 approxi- 
mate an increase of some 40 per cent 
above the 1940 level, so if 1940 is 


adopted as an average year to measure , 


future revenue, the messages handled 
in that year on the present basis of 
compensation would have produced 
40 per cent more gross revenue, or ap- 
proximately $14,000 as compared to 
that actually received of about $10,000. 
This represents a reduction of some 
$10,400 from the 1944 amount shown 
to be $24,414.82 or a shrinkage of 
some 42.5 per cent and it is doubtful 
that toll revenue will fall off to this 
extent when the present war is 
ended. 

J. Smith Lanier testified that he re- 
ceived a salary of $1,500 which was 
charged to operating expenses in 1944 
and which amount appears to be less 
than is justified. At the same time 
the net revenue received by Mr. 
Lanier during the year was $3,535.26 
in addition to the $1,500 salary 
charged as an expense. His total in- 
come, therefore, of $5,035.26 does not 
appear to be excessive, and if charged 
to expenses, as officer’s salary, would 
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have reduced the consolidated net in- 
come $3,535.26. 

[4] Even granting these two adjust. 
ments are proper, the resulting net 
earnings are sufficient to warrant and 
justify a reduction in rates for ex. 
change telephone service now provided 
by the Interstate Telephone Company 
from the present West Point, Georgia 
exchange, and this order will provide 
maximum rates which represent re- 
ductions from present rates and which 
will effect annual savings to telephone 
subscribers of $3,936. At the pres- 
ent time, bills for service show a dis- 
count of $2 on business individual- 
line service, $1 on business 2-party, 
and 50 cents on all classes of residence 
service. These discounts were the re- 
sult of negotiations held about four- 
teen years ago between the telephone 
company and city officials in West 
Point to seek lower rates for telephone 
service, and the telephone company 
agreed at that time to discount the 
then existing rates by the above 
amounts. In addition, the company 
has for a number of years made a 
practice of adding a 50-cent penalty 
in the event the bill is not paid by 
the third day of the month. However, 
as a general policy, it does not appear 
that a penalty for delayed payment of 
bills for telephone service is necessary 
or desirable, in view of the fact that 
the Commission permits advance bill- 
ing for exchange telephone service. 
With a few exceptions in very small 
exchanges, no penalty or prompt pay- 
ment discount is in effect on bills for 
telephone service at any other point 
in Georgia. This order will, therefore, 
eliminate discounting of telephone bills 
in the West Point exchange, and pro- 
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hibit the imposition of any penalty for 
delayed payment. 

[5] As stated above, the evidence 
shows that the subscribers located in 
West Point, Georgia, Lanett, Ala- 
bhama, and Shawmut, Alabama are 
served through the exchange which is 
located in West Point, Georgia. The 
evidence also discloses that the Inter- 
state Telephone Company has an in- 
terconnecting trunk line with the West 
Point Manufacturing Company over 
which subscribers of the Interstate 
Telephone Company talk as an ex- 
change service, without additional 
charge, to subscribers of the West 
Point Manufacturing Company’s tele- 
phone system located in Riverview, 
Fairfax, and Langdale, Alabama. 

Title 47 USCA § 153(r) defines 
telephone exchange service as follows: 

“‘Telephone exchange _ service’ 
means service within a telephone ex- 
change, or within a connected system 
of telephone exchanges within the same 
exchange area operated to furnish to 
subscribers intercommunicating serv- 
ice of the character ordinarily fur- 
nished by a single exchange, and which 
is covered by the exchange service 
charge.” 

Title 47 USCA § 221(b) express- 
ly exempts exchange service from the 
jurisdiction of the Federal Communi- 
cations Commission where regulated 
by state authority. 

The Georgia law gives to this Com- 
mission the authority to prescribe just 
and reasonable rates to be charged by 
persons owning, leasing, or operating 
a public telephone service or telephone 
lines in this state, and the rates pre- 
scribed herein are predicated on the 


continuation of the same character of 
service as presently provided. 

Subsequent to the original hearing, 
respondents on May 14, 1945, filed pe- 
tition for further hearing which was 
granted, and the matter assigned for 
hearing at West Point on June 5, 1945. 
Thereafter counsel for respondents 
discussed the matter with the Com- 
mission, and on May 31, 1945, with- 
drew the motion for further hearing, 
submitting the matter on the record as 
made at the original hearing. 

After careful consideration of the 
record, testimony, and exhibits pre- 
sented in this case, it is the conclusion 
of the Commission that a reduction in 
exchange telephone rates is justified. 
Wherefore, it is 

Ordered that effective with bills 
rendered on and after July 1, 1945, the 
following shall be the maximum rates 
for unlimited exchange telephone serv- 
ice rendered from the West Point, 
Georgia, Telephone Exchange: 


Rate 


Class of Service Per Month 


Business Individual Line 

Business Party Line 

Residence Individual Line 

Residence Party Line (Limited).... 
Residence Party Line (Unlimited) .. 


Ordered further that J. Smith Lani- 
er, d/b/a Interstate Telephone Com- 
pany shall file a tariff with the 
Commission setting forth exchange 
telephone rates in agreement with the 
above prior to the effective date there- 
of. 

Commissioners Knight and Perry 
concur in the rates as prescribed in the 
order, but dissent to the opinion as 
written. 


00 
2.25 
1.75 
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MINNESOTA RAILROAD AND WAREHOUSE COMMISSION 


Re Northern Pacific Railway 
Company et al. 


Docket A-2031 


Watab Paper Company 


Northern Pacific Railway Company 


Docket A-6651 
June 21, 28, 1945 


OMPLAINT that certain affiliated railroads should be treated 
as one road for rate-making purposes and exempt from joint 
rate order; record closed and complaint dismissed. 


Rates, § 195 — Unit for rate making — Affiliated railroad companies. 

A railroad corporation and its subsidiary should be treated as separate com- 
panies for rate-making purposes where, for purposes of taxation, report- 
ing to regulatory bodies, ownership of property, and for other purposes 
the two companies were at all times treated as separate railroads, where 
the Commission, in entering a joint rate order, made no finding that the 
railroads were or should be treated as constituting a single line for rate- 
making purposes, where the joint rate order included such railroad, where 
an exception to the order mentioned neither railroad notwithstanding that 
the Commission was aware of the relationship between the two and had 
sought the advice of the attorney general with respect thereto, where no 
appeal was ever taken from the order in so far as it treated the railroads 
as separate railroads for rate-making purposes, where a Commission prc 
ceeding relating to this subject was adjournea and never resumed, and 
where the railroads and shippers had acted on the assumption that the rail 
roads were separate for rate-making purposes and subject to the joint 
rate order for over twenty-five years. 


§ 39 — Jurisdiction of Commission — Determination after lapse of time. 
Statement in dissenting opinion that the Commission has jurisdiction to 
determine whether affiliated railroads should be treated as one line for 
rate-making purposes, notwithstanding a long lapse of time since an original 
hearing relating to the subject, p. 226. 
(Case, Commissioner, dissents in separate opinion.) 
¥ 
By the Commission: The above- idated by order of the Commission 
entitled dockets having been consol- came on for hearing on March 2 
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1945, at the Commission’s confer- 
ence room, in St. Paul, Minnesota. 
Present: All commissioners. 


APPEARANCES: J. A. A. Burn- 
quist, Attorney General, and George 
T. Simpson, Special Counsel, for the 
sate of Minnesota; Maurice S. Bush, 
Minneapolis, and C. G. Baker, Des 
Moines, Iowa, for the Watab Paper 
Company; Conrad Olson, Commerce 
Counsel, St. Paul, for the Northern 
Pacific Railway Company. 

And the Commission having heard 
the evidence and oral argument, 
makes the following findings of fact 
and order : 


Findings of Fact 
I 


Complainant is a Delaware corpora- 
tion engaged in the manufacture of 


paper and paper products at Sartell, 


Minnesota. Defendant is a Wiscon- 
sin corporation operating an interstate 
railroad extending through Sartell and 
Brainerd, Minnesota. 


II 


On and prior to December 10, 1913, 
and until October 23, 1941, defend- 
ant owned and operated a railroad be- 
tween Sartell and Brainerd, Minne- 
sota, and the Minnesota and Interna- 
tional Railway Company, hereinafter 
designated as the M. & I., owned and 
operated a railroad from Brainerd to 
Grand Falls, Minnesota, and also 
operated a line of railroad owned by 
defendant and known as the Big Fork 
and International Falls Railway, ex- 
tending from Grand Falls northward 
to the vicinity of International Falls, 
Minnesota, which lines formed parts 
of a continuous line from the Twin 
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Cities (St. Paul and Minneapolis, 
Minnesota) to the Canadian border. 
On October 23, 1941, defendant pur- 
chased the railroad and properties of 
the M. & I. at foreclosure sale and has 
since operated the lines of railroad ex- 
tending from Brainerd to Internation- 
al Falls as a branch of its own rail- 
road. 


III 


For forty years prior to October 23, 
1941, defendant owned 70 per cent 
of the outstanding capital stock of the 
M. & L., chose five out of seven of the 
directors, held a mortgage on all the 
property of the M. & I. (which was 
subsequently on October 23, 1941, 
foreclosed) and admittedly controlled 
the corporate affairs of the M. & L, 
the two corporations having common 
officers, and defendant furnished to 
the M. & I., under contract, the serv- 
ices of its traffic, accounting, purchas- 
ing, legal, and claim departments. 
The minority stock interest in the M. 
& I., however, at all times evinces a 
strong and active interest in its affairs. 
They intervened in proceedings insti- 
tuted by this Commission in 1916 to 
determine whether the M. & I. and de- 
fendant should be treated as one line 
for rate-making purposes and therein 
actively opposed such treatment, and 
they subsequently engaged in litigation 
against defendant in Federal court 
over the divisions of joint rates be- 
tween the M. & I. and defendant. 
There is no evidence that defendant ex- 
ercised its control of the M. & I. other- 
wise than for the best interests of that 
company. The M. & I. have kept sep- 
arate books, employed its own sep- 
arate maintenance forces, station em- 
ployees, and operating crews, ran its 
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own trains, made its own purchases, 
made its own separate interline report 
to other carriers, including defendant, 
and collected the tariff balances owing 
to it; paid defendant for joint use of 
the station at Brainerd, for services 
furnished by the traffic, accounting, 
purchasing, legal, and claim depart- 
ments of defendant, and for heavy re- 
pairs to its equipment; paid rental for 
rolling stock of the defendant and 
other roads in accordance with the 
per diem rules of the Association of 
American Railroads; owned its own 
locomotives and pulpwood and box 
cars, and charged defendant at tariff 
rates for transporting defendant’s ma- 
terials and business cars. Passes on 
one road were not honored by the 
other. Separate contracts with de- 
fendant and with the M. & I. were en- 
tered into by the United States Rail- 
road Administration during the period 
of Federal control of railroads. Sep- 
arate contracts were also entered into 
with the railroad brotherhoods. Sep- 
arate reports were made by each com- 
pany to the Interstate Commerce Com- 
mission and this Commission and the 
Federal and state taxing authorities. 
Defendant had no contract right, 
license, or permission to use or operate 
the properties of the M. & I. There 
is no proof that it ever did use or 
operate said properties prior to Octo- 
ber 23, 1941, when it purchased said 
properties at foreclosure sale. For 
purposes of taxation, reporting to reg- 
ulatory bodies, ownership of property, 
and other purposes the two companies 
were at all times treated as separate 
railroads. 


IV 


On December 10, 1913, this Com- 
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mission prepared scales of reasonable 
maximum distance rates for singk 
line application on the line of each 
Class “A” railroad in the state of Min. 
nesota, and pursuant to the provisions 
of Chap 90, Laws of Minnesota 1913, 
ordered the establishment of rates in 
accordance with said scales by serving 
upon all Class “A” roads operating in 
Minnesota the following order accom- 
panied by a copy of said distance 
scales as Exhibit “A” attached to said 
order: 


“Before the Railroad and Warehouse 
the State of 


Commission of 
Minnesota 

“In the Matter of maximum class 
and commodity rates made pursuant to 
the provisions of Chap 90 of the Gen- 
eral Laws of 1913, known as the dis- 
tance tariff law. 

“To the: Canadian Northern Rail- 
way Company ; Chicago, Burlington & 
Quincy Railroad ‘Company ; Chicago, 
Great Western Railroad Company; 
Chicago, Milwaukee & St. Paul Rail- 
way Company; Chicago & North 
Western Railway Company ; Chicago, 
Rock Island & Pacific Railway Com- 
pany; Chicago, St. Paul, Minneapolis 
& Omaha Railway Company; Duluth 
& Iron Range Railroad Company; 
Duluth, Missabe & Northern Railway 
Company; Great Northern Railway 
Company; Minneapolis & St. Louis 
Railroad Company; Minneapolis, St. 
Paul & Sault Ste Marie Railway Com- 
pany; Minnesota & International Rail- 
way Company ; Northern Pacific Rail- 
way Company. 

“In the above-entitled matter, the 
Commission having duly heard and 
considered the evidence and argu- 
ments, finds: 

“(1) That each of the above-enti- 
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tled railway companies is a corpora- 
tion operating a railroad through vari- 
ous parts of the state of Minnesota, 
and carries freight and passengers for 
hire. 

“(2) That during the preceding 
year, each of said railway companies 
earned a gross annual earning of 
$4,000 or more, per mile, and is, there- 
fore, classified as a “Class A” rail- 
road company. 

“(3) That the classification of 
freight to be applied to intrastate busi- 
ness, except as to the commodities 
named in the attached schedule, shall 
be Western Classification No..52, and 
amendments or subsequent issues, and 
such exceptions and changes as have 
been made by this Commission, the 
same being published in Western 
Trunk Line Rules Circulars 1-J and 
7-B, amendments thereto or subse- 


quent issues, and by individual rules 
of the carriers. 


“(4) That the merchandise rates 
on classes 1, 2, 3, 4, 5, ‘A,’ ‘B,’ ‘C,’ 
‘D, ‘E,’ and the commodity rates, 
shown in schedules numbered 11 to 36 
inclusive, as shown in exhibit ‘A,’ here- 
to attached and made a part of this or- 
der, are reasonable maximum distance 
rates for all distances from one to four 
hundred miles, inclusive, on the line of 
each class ‘A’ railroad. 

“It is expected that all joint rates 
voluntarily published by the railway 
companies, and all rules for the han- 
dling of joint traffic which have been 
published in accordance with the pro- 
visions of the joint rate order made by 
the Commission on July 31, 1912, shall 
remain in effect until such new joint 
rates or rules have been promulgated, 
as may be required by the provisions of 
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. 

Chap 344 of the General Laws of 
1913. 

“The Commission urges upon each 
railway company the importance of 
giving these rates a trial upon all in- 
trastate business, for at least one year, 
and of keeping a statement of differ- 
ences in revenue under the present 
rates and those now proposed. If any 
class ‘A’ railway company can show 
that the schedules of rates are confisca- 
tory, it is at liberty to make an appli- 
cation for an increase, and a hearing 
will be granted by the Commission. 

“It is therefore ordered, that each 
of the above-entitled railroads be and 
the same is hereby required to publish 
and put into effect, the scale of reason- 
able maximum class and commodity 
rates as shown in exhibit ‘A’ hereto 
attached, by the first day of January, 
A. D. 1914, and to apply said rates to 
the movement of intrastate shipments 
of freight in the state of Minnesota. 

“By order of the Commission 

“A. C. CLAUSEN, 
“Secretary. 

(Seal) 

“Dated at St. Paul, Minn., this 10th 
day of December, A. D. 1913.” 


In entering said order, the Com- 
mission made no finding that defend- 
ant and M. & I. were or should be 
treated as constituting a single line for 
rate-making purposes but instead, di- 
rected said order separately to each of 
said railroads. Defendant and M. & 
I. separately complied with the fore- 
going order by publishing and filing 
with the Commission their separate 
individual tariff schedules showing 
rates in accordance with the scales 
therein prescribed between stations on 
the line of railroad which each operat- 
ed. Neither of said tariff schedules so 
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published showed any rates for the 
transportation of property between 
points on the line of the M. & I. and 
points on the line of defendant. Said 
tariffs were accepted by the Commis- 
sion as in compliance with said order. 


V 


The rates charged on the shipments 
of pulpwood described in the complaint 
were those named in joint tariffs pub- 
lished and filed by defendant and M. & 
I. in accord with an order of this Com- 
mission made under date of July 27, 
1914 (and its subsequent amend- 
ments), which order was promulgated 
pursuant to Chap 344, Laws of Minne- 
sota 1913 (Minnesota Statutes 1941, 
§ 216.54). After the enactment of said 
Chap 344, Laws 1913, this Com- 
mission published a “Tentative Joint 
Rate Order” coupled with an order 
directed to certain designated railroads 
including defendant and M. & I. to 
show cause why it should not be adopt- 
ed. Copies of this order were also 
sent to over 100 shippers who had 
asked to be placed on the mailing list 
for such copies, public notice of the 
pendency of the proceedings having 
previously been given by publication 
of a notice thereof in three successive 
issues of the daily papers. Extensive 
hearings were thereupon held. Dur- 
ing the course of such hearing the 
question whether defendant and the 
M. & I. were separate and distinct 
roads under the provisions of Chaps 
90 and 344 of the Laws of 1913, or 
should be treated as one line for rate- 
making purposes was raised by inter- 
ested shippers of forest products from 
points on the line of the M. & I. to 
points on defendant’s line, and testi- 
mony was received as to the effect of 
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the proposed joint rates on their busi- 
nesses and their competition. 

The hearings were followed by the 
joint rate order of July 27, 1914. It 
was addressed to twenty-six separate 
railroads, including the M. & I. and 
Northern Pacific by name, and or- 
dered them to make joint through 
rates on certain percentages of local 
rates not material here. Rule III of 
the order is entitled “Exceptions.” 
Therein the “Omaha” and “North- 
western” roads are given special treat- 
ment, and twelve others, not including 
either the M. & I. or the defendant, are 
exempted from certain provisions of 
the order. Rule XI of the order reads: 

“Each carrier not exempted by this 
order is required to establish joint 
rates in accordance with these rules to 
apply through all points of connection 
within the state of Minnesota, to take 
effect Monday the 10th day of August 
A.D. 1914. This may be done by 
naming the rates or providing specific 
rules to govern in making them.” 

In short, the Commission was 
aware of the situation existing be- 
tween the M. & I. and the defendant 
and had apparently sought the advice 
of the attorney general with respect to 
it. It was aware that shippers con- 
tended they should be considered as 
one road and testified as to the effect 
of considering them as separate roads. 
Nevertheless, the order is directed to 
each railroad separately, the rule on 
“exceptions” mentions neither, and 
the order is specifically directed to car- 
riers not exempted therefrom. The 
very fact that defendant and the M. & 
I. were separate corporations each 
operating a railroad and were treated 
as separate roads for all other purposes 
both at that time and since demon- 
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strates that, on its face, the joint rate 
order was to apply to them. To ex- 
empt from the order it would have 
been necessary to make a specific ex- 
emption as was done in the case of 
some other roads. Nor can it be said 
that the Commission was remiss in its 
duty and did not pass upon the ques- 
tion. The testimony before the Com- 
mission shows that the issue was 
squarely presented and subsequent ac- 
tions by the railroads, shippers and the 
Commission itself confirm the fact 
that the Commission did determine 
that defendant and the M. & I. were 
separate railroads for the purposes of 
the joint rate order. 


VI 


Thereafter an appeal to the district 
court of the state of Minnesota was 
taken from said joint rate order pur- 
suant to the provisions of Minnesota 
Statutes 1941, § 216.24, in so far as 
it treated the “Omaha” and “North- 
western” railroad companies as sep- 
arate railroads for rate-making pur- 
poses. The district court reversed 
that part of the order and was affirmed 
by the state supreme court in State ex 
rel. Hall v. Chicago & N. W. R. Co. 
(1916) 133 Minn 413, 158 NW 627. 
No appeal was ever taken from said 
order in so far as it treated defendant 
and M. & I. as separate railroads for 
rate-making purposes. 


Vil 


Shortly after the decision of the 
state supreme court in State ex rel. 
Hall v. Chicago & N. W. R. Co. supra, 
this Commission on its own motion, 
initiated proceedings entitled “In the 
Matter of the Northern Pacific, M. & 
I. and B. F. & I. F. Railway Com- 
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panies being considered as one line for 
rate-making purposes,” and directed 
to.said companies an order to show 
cause why they should not be so con- 
sidered. A hearing therein was held 
on October 10, 1916, at which said 
railway companies and Backus-Brooks 
Lumber Co., the minority stockholder 
in the M. & L., appeared. Consider- 
able testimony was taken and the hear- 
ing was then adjourned without date, 
as the Commission stated it wished an 
opportunity to examine the exhibits 
before cross-examining witnesses and 
hearing argument. The _ hearings 
were never resumed, however, and no 
formal order of the Commission was 
ever made nor was the matter ever 
pursued by the Commission or any 
shipper. The tariffs naming the joint 
rates assessed on plaintiff’s shipments 
remained in effect with the knowledge 
of the Commission and all interested 
shippers. By refraining from entering 
any order in said proceeding the Com- 
mission continued to treat defendant 
and the M. & I. as separate railroads 
for rate-making purposes and deter- 
mined that the joint rate order of July, 
1914, applied, and everyone, including 
complainant, proceeded on that as- 
sumption for over twenty-five years. 

Commissioner CHASE objects to the 
proposed order or any vote upon it for 
the following reasons: 

1. Another order more truthfully 
presenting the matter was presented to 
the Commission on Thursday, June 
21, 1945, and is still pending. 

2. The order now proposed does 
not state the facts. 


3. The Commission should not dis- 
miss without more thorough study and 
consideration a matter which through 
the Commission’s own negligence has 
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been allowed to remain uncompleted 
and unconcluded for a quarter of a 
century. 


1 


At the Commission’s meeting on 
Thursday, June 21, 1945, I presented 
and moved the approval of a proposed 
order in this matter. Commissioner 
Matson declined to vote. Commis- 
sioner Holmberg voted no. Conse- 
quently the proposed order, drawn by 
the attorney general’s office, was 
neither approved or rejected and takes 
precedence over the order now pro- 


posed. 
2 


The order now proposed does not 
state the facts. 

When the matter came before the 
Commission first, this body was com- 
posed of outstandingly able men. 


Judge Ira B. Mills was chairman, C. 
F. Staples and Charles E. Elmquist, 
the other two members. Commis- 
sioner Elmquist wrote the order of 
July 27, 1914, to which reference is 
made in both orders presently pro- 
posed. 

With full knowledge in the premises 
and of its orders of 1913 and 1914, 
the same Commission, with the excep- 
tion of Commissioner Staples who had 
been succeeded by O. P. B. Jacobson, 
on its own initiative issued an order 
dated September 1, 1916, directing 
the railroads to show cause before the 
Commission on September 21, 1916, 
why they should not file tariffs making 
rates to and from all points on the 
lines of said companies on a continu- 
ous mileage basis. On request of a 
carrier a continuance was granted and 
the hearing reset for October 10, 
1916. The M. & I. alone interposed 
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an answer, the Backus-Brooks inter- 
ests intervened. On page 104 of the 
transcript it will be noted that at the 
conclusion of the testimony by the 
carrier and intervenors Commissioner 
Elmquist stated: ‘We don’t want to 
examine Mr. Dahlberg at this time, 
we can’t do it without looking into his 
figures.” Mr. Phillips of counsel then 
said: “That concludes our case on the 
facts.” There then ensued the fol- 
lowing: Judge Mills: “All right we 
will continue this case without date. 
When we want to cross-examine you 
more, after we have examined the ex- 
hibits, if some more testimony is to be 
put in on behalf of the state we will 
notify you.” Mr. Phillips:—“TI take 
it we will have an opportunity to pre- 
sent argument before this case is de- 
cided?” A—“Yes.” 

From the foregoing it is obvious 
that neither the case, the evidence, nor 
the argument was concluded. The 
state required more time to study the 
evidence of the carrier and the inter- 
venors. This was October 10, 1916. 
In April, 1917, the United States en- 
tered the World War and soon took 
over the managements of the railroads. 
Consequently this matter could not be 
concluded at that time. Later in 1917 
Commissioner Elmquist resigned from 
the Commission and entered Federal 
service at Washington. In 1921 Judge 
Mills died. 

Thus the Commission members first 
concerned in this problem passed from 
the Commission. 

That the problem was not slighted 
or considered closed is proved by let- 
ters from the Commission, for ex- 
ample, one of November 4, 1916, as 
follows : 

“In answer to your letter of Novem- 
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ber 3rd, beg to say that at the hearing 
held in this office on October the 14th, 
with reference to the use of continu- 
ous mileage over the N. P. and M. & 
|, the case was continued without date 
for the purpose of allowing the Com- 
mission and the attorney general to 
digest the voluminous exhibits filed 
with regard to this case and for the 
purpose of formulating some plan for 
the cross-examination of the witnesses. 

“On account of the pressure of 
other work no further hearing in the 
case has been held up to this time.” 

And another letter of November 22, 
1916, said: 

“Answering yours of November 
2ist beg to say that the question of the 
N. P. and M. & I. Railroads being 
declared one company is still before 
this Commission. 

“We are quite convinced that when 
order is made in this case that it will 
be appealed by the two companies, but 
at the present time no order has been 

ade.” 

There is nothing in the foregoing 
etters to suggest any thought of dis- 

issal in the mind of the Commission. 

A third letter from the Commission 
s dated November 27, 1916. It says: 

“Your communication has been re- 
iewed by the Commission, and I am 
firected to advise you that up to the 
present time no conclusion has been 
eached in this matter, but your letter 
as been placed on file and as soon as 
lecision is given you will be duly 
otified.” 

And then on January 15, 1917, the 
ommission answered a fourth letter 

us: 

“This is to advise you that hearing 
0 show cause has been held, but no 
lecision has as yet been arrived at 


by the Commission. However, your 
letter will be attached to the file, and 
as soon as same is rendered we shall 
take pleasure in communicating with 
you.” 

In a fifth letter, dated January 29, 
1917, the Commission told of the or- 
der to show cause and said: 

“Both companies answered and a 
hearing was held in the office of the 
Commission in October, 1916, and the 
question is now before the Commis- 
sion for an order. Undoubtedly when 
an order is made it will be contested 
by the carriers.” 

The letters indicate that the matter 
was not concluded, that the Commis- 
sion had it under advisement, and that 
when an order was drawn it probably 
would be unfavorable to the carriers. 

On the last page of his proposed or- 
der Commissioner Matson states: 
“The hearings were never resumed, 
however, and no formal order of the 
Commission was ever made nor was 
the matter ever pursued by the Com- 
mission or any shipper.” 

Commissioner Matson was appoint- 
ed to this Commission in July, 1923. 
For twenty years he has had the op- 
portunity to pursue the matter. Less 
than nine months after he assumed of- 
fice Consolidated Traffic Association 
of Minneapolis endeavored to pursue 
the matter. The association’s letter 
was dated April 5, 1924, and in reply 
the association was told by the secre- 
tary of the Commission of which Com- 
missioner Matson was a member: 

“During Federal control, the Com- 
mission could not, of course, take any 
proceedings in the matter and since 
the return of the roads to their owners 
it was deemed advisable not to make 
any order in the case.” 
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Who deemed it advisable and why? 

Less than seven months after Com- 
missioner Matson assumed office, 
James H. Krueger, representing vari- 
ous shippers, tried to pursue the mat- 
ter. To a letter dated November 8, 
1923, he received from the Commis- 
sion a reply containing this statement: 

“During Federal control of the rail- 
ways of the country the Commission 
could not of course proceed with any 
investigation of the books and ac- 
counts of the two railroads involved. 
Since the return of the roads to their 
owners the Commission has not de- 
creed it advisable to make any order 
which would close the case.” 

Manifestly shippers were pursuing 
the matter and the statement to the 
contrary on the last page of the pro- 
posed order is untrue. 


3 


It is the duty of this Commission 
to study and determine matters within 
its jurisdiction. This matter is within 
the Commission’s jurisdiction. It 
should be concluded and we who con- 
stitute the Commission should not at- 
tempt to evade our responsibility as 
the proposed order attempts to do. 
Evading an issue which has been al- 
lowed to lie around here for twenty- 
nine years is discreditable to all of us. 

Because of the foregoing, I object to 
the proposed order or any vote there- 
on. 

As a further reason for his dissent 
Commissioner Chase resubmitted a 
proposed order prepared by the office 
of the attorney general, to wit: 
“Report, Findings of Fact, and Order 

[as proposed by Commissioner 
Chase] 
“The above-entitled matter duly 
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came on for hearing and determination 
upon a formal complaint and ultimate. 
ly upon a formal answer as hereinafter 
set forth. 

“The records of the Commission dis- 
close that on December 10, 1913, in 
accordance with the provisions of 
Chap 90, Laws of Minnesota for 
1913, in a proceeding, then pending 
before the Commission, affecting 
single line maximum class and com- 
modity rates, the Commission issued 
an order, to become effective January 
1, 1914, directed to certain railway 
companies, including those here in- 
volved, requiring them to put into 
effect, on such date last mentioned, 
certain rates carried in the order, for 
the transportation of divers commod- 
ities for single line application based 
on distance up to 400 miles; and, in 
accordance with the provisions of 
Chap 344, Laws of Minnesota, also 
for 1913, in a proceeding then pend- 
ing, the Commission issued a further 
order to become effective August 10, 
1914, fixing percentages governing 
transportation rates, for divers com- 
modities, for joint line application; 
and further show that by reason of 
complaints filed with the Commission 
and on September 1, 1916 in a pro- 
ceeding before the Commission, bear- 
ing Commission Docket No. A-2031, 
an order was issued, directed to cer- 
tain railway companies, including the 
Northern Pacific Railway Company, 
hereinafter called Northern Pacific, to 
Minnesota and International Railway 
Company, hereinafter called M. & |. 
Railway, and to Big Fork and Inter- 
national Falls Railway Company, 
hereinafter called Big Fork Railway, 
jointly, directing that such railway 
companies show cause before the Com- 
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mission on September 21, 1916, why 
such railway companies should not 
fle tariffs with the Commission, mak- 
ing rates, to and from all points on the 
line of such railway companies, on a 
continuous mileage basis, in accord- 
ance with the order of the Commis- 
sion which became effective January 
1, 1914, as above stated. 

“The Commission in the order of 
September 1, 1914, as a basis for such 
action, recited and therein provided 
that : 

“Tt appears by the reports of the 
above-named Railway Companies, 

“‘That the Northern Pacific Rail- 
way Company has control of the Min- 
nesota & International Railway Com- 
pany by the ownership of 70 per cent 
of the capital stock of that company ; 
and that the Northern Pacific Railway 
Company owns the Big Fork and In- 
ternational Falls Railway Company. 

“*The Commission is also advised 
that all the business of the Minnesota 
& International Railway Company 
and the Big Fork and International 
Falls Railway Company is transacted 
by the officers of the Northern Pacific 
Railway Company, and that the entire 
policy of the Minnesota & Internation- 
al Railway Company is directed by the 
Northern Pacific Railway Company 
as their owner. 

““The tariffs on file with the Com- 
mission make joint rates between 
points on the Northern Pacific and 
points on the other two railway lines. 

“Tt is therefore ordered, that all 
the above-named Railway Companies 
show cause before the Railroad and 
Warehouse Commission at its office 
at the State Capitol in the city of St. 
Paul, Minn., on Thursday, September 
21, A.D. 1916 at 10 o’clock in the 
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forenoon, why they should not file 
tariffs making rates to and from all 
points on the lines of said companies 
on ‘a continuous mileage basis accord- 
ing to the rates promulgated by the 
Commission effective, January 1, 
1914.’ 

“That the date of such hearing was 
thereafter duly continued to October 
10, 1916, and that then the M. & I. 
Railway, alone, interposed an answer ; 
and denied, in effect, that the business 
of the M. & I. Railway was transacted 
by officers of the Northern Pacific or 
that the Northern Pacific directed the 
policy of the M. & I. Railway. 

“That the M. & I. Railway ap- 
peared at such hearing by C. W. Bunn, 
general counsel of the Northern 
Pacific; Backus-Brooks Lumber Com- 
pany, a corporation, also appeared by 
T. L. Phillips as counsel; E. W. 
Backus, as Trustee, and W. F. Brooks, 
individually, also appeared; and Back- 
us-Brooks Company, E. W. Backus 
as Trustee, and W. F. Brooks, on pe- 
tition, were permitted to intervene 
therein and become parties thereto, 
and subsequently offered evidence 
which was received by the Commis- 
sion, intending to support the answer 
of the M. & I. Railway; that evidence 
was also offered and received by the 
Commission on behalf of M. & I. Rail- 
way, and that thereupon the general 
counsel for the Northern Pacific, as 
counsel for the M. & I. Railway and 
Big Fork Railway, argued to the Com- 
mission that the rates established by 
the Commission as single line rates, 
based on mileage, in the order of the 
Commission, which became effective 
the first day of January, 1914, above 
mentioned, were confiscatory. , 

“That the state of Minnesota also 
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appeared thereat by H. C. Flannery, 
then an assistant attorney general 
thereof, but that no evidence was of- 
fered to, or received by, the Commis- 
sion for or on account of the state. 

“That at the close of the testimony 
so offered and received the Commis- 
sion directed that the matter be con- 
tinued “without date” with the under- 
standing that if “more testimony was 
to be put in on behalf of the state” the 
railway companies and the intervenors 
would be notified. 

“The records of the Commission 
further show that in the intervening 
years no additional testimony, in the 
matter just mentioned, has been of- 
fered to or received by the Commis- 
sion; that the Commission has not 
made a report thereon; has not made 
or filed findings of fact in relation to 
the matters there involved; has not 
made an order in the premises; and 
that the matter is still open for the re- 
ception of evidence and for such action 
as the Commission may now deter- 
mine to be necessary, just, and proper 
therein. 

“The foregoing was the situation, 
as shown by the records, when, on 
January 13, 1945, there was filed with 
the Commission a verified complaint, 
which was given Commission Docket 
No. A-6651, and in which the Watab 
Paper Company, a corporation, was 
complainant, and the Northern Pacific 
was defendant, alleging, among others, 
that the plaintiff was a shipper of pulp- 
wood, in carload lots, over the lines 
of the Northern Pacific, the M. & I. 
Railway, and the Big Fork Railway, 
from points thereon to Sartell, Minne- 
sota; that the rates charged for such 
shipment were joint line rates, and 
were in violation of Chap 90, Laws of 
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and the Big Fork Railway, by the de. 
fendant, during the period between 
November 10, 1936, to October 22 
1941, resulted in the imposition of 
joint line rates, in violation of such 
Chap 90, Laws of 1913, and the or- 
der of the Commission above men- 
tioned, and were, therefore, unlawful 
and unreasonable. 

“That the complainant also charged 
the defendant with maintaining dis- 
criminatory rates for the period be 
tween November 10, 1936, and Octo- 
ber 22, 1941, as shown in Northem 
Pacific Tariff No. 2323-L, effective 
October 3, 1936, as amended, to- 
gether with Northern Pacific Tarif 
No. 2323-M, effective April 15, 1939, 
as amended. 

“That on January 19, 1945, the 
Commission entered an order in Com- 
mission Docket No. A-6651, provid 
ing for the service of such complaint 
upon the defendant ; and requiring, in 
accordance with the statute, that the 
defendant satisfy such complaint ot 
answer the same in writing within 
twenty days after service; that om 
February 16, 1945, the Commission 
entered a further order reciting the sit- 
uation existing in Commission Docket 
No. A-2031, as above set forth, and 
directed that Commission Dockets A- 
2031 and A-6651 be consolidated for 
such action in the premises as the 
Commission might deem necessary anl 


ant, within the time limit, had nd 
satisfied such complaint or filed a 
answer thereto; but that on the 13 
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of February, 1945, the defendant had 
fled with the Commission a motion 
for an order dismissing such com- 
jlaint for want of jurisdiction. That 
thereupon and on the 26th of March, 
1945, the Commission denied the mo- 
tion and extended to April 2, 1945, 
the time within which answer to the 
complaint might be made. The de- 
fndant, on April 2, 1945, answered 
the complaint and filed such answer 
with the Commission. 

“The answer called attention to the 
proceeding before the Commission in 
1916, Commission Docket No. A- 
2031; alleged, in effect, that the joint 
rates mentioned in the complaint had 
become final; that no appeal had been 
taken therefrom, and questioned the 
authority of the Commission to declare 
now the Northern Pacific and M. & I. 
Railway to have been one line for rate- 
making purposes, so as to render un- 
lawful the joint rates mentioned in the 
complaint; and further called attention 
to a proceeding then pending in the 
United States district court for the 
district of Minnesota, between the 
same parties; and attached to such 
answer a copy of the findings of fact, 
conclusions of law, and order for judg- 
ment based thereon, made and entered 
by the judge of such court trying such 
action, in which it is stated : 

““That this court is without juris- 
diction in this proceeding to review, 
revise, or correct either the order of 
the Railroad and Warehouse Commis- 
sion of July 27, 1914, or amendments 
thereof, which authorized and direct- 
¢d the establishment of the joint rates 
assessed upon the shipments described 
in the complaint, or the rates estab- 
lished pursuant thereto, but this court 
is bound by said order and by the 
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tariffs published pursuant thereto, and 
is without jurisdiction to determine, 
on its-merits, whether or not defend- 
ant and the M. & I. were a single line 
for rate-making purposes between 
1936 and 1941. 

““As an administrative body the 
Commission (Railroad and Ware- 
house Commission of the state of Min- 
nesota) has wide authority in exercis- 
ing its. jurisdiction. It is conceded 
that it has the power to determine 
whether defendant and the M. & I. 
were one or separate roads for rate- 
making purposes.’ 

“The above-entitled matters, so con- 
solidated, then came on for hearing 
before the Commission on March 2, 
1945, as to Commission Docket No. 
A-2031; and on April 9, 1945, as to 
Commission Docket No. A-6651. 

“Present: The Commission. 


“APPEARANCES: J. A. A. Burn- 
quist, Attorney General, and George 


T. Simpson, Special Counsel, St. 
Paul, for the state of Minnesota; 
Maurice S. Bush, Minneapolis, and C. 
J. Baker, Des Moines, Iowa, for 
Watab Paper Company; Conrad Ol- 
son, Commerce Counsel, St. Paul, 
for Northern Pacific Railway Com- 
pany. 

“And the Commission, having read 
the record of the hearing had before 
the Commission in 1916, including 
the testimony then offered and re- 
ceived, and having heard all the testi- 
mony offered and received in the hear- 
ings of March 2, 1945, and April 9, 
1945, and having considered the same 
and all thereof and being fully advised 
in the premises, hereby makes and 
files the foregoing report, the follow- 
ing findings of fact, and order: 
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“Findings of Fact 
a | 


“That between November 10, 1936, 
and October 22, 1941, inclusive, the 
complainant was, and now is, a cor- 
poration engaged in the manufacture of 
paper and paper products, from pulp- 
wood, at Sartell, Minnesota; and at 
all said times a shipper thereof in car- 
load lots, in intrastate commerce, over 
the lines of the defendant, the lines of 
the M. & I. Railway, and the lines of 
the Big Fork Railway, to and from 
the station of Sartell. 


“wer 


“That prior to 1913, and to and 
including the 22nd day of October, 
1941, at least, the defendant was the 
owner of 70 per cent of all the out- 
standing capital stock of the M. & I. 


Railway, constituting a majority there- 
of, which, in 1913 and thereafter, 
operated a line of railway, from a con- 
nection with the lines of the defendant 
at Brainerd, to Grand Falls, Minne- 
sota. That the defendant had caused 
to be incorporated the Big Fork Rail- 
way, and, owning all of the capital 
stock thereof, had constructed, or 
caused to be constructed, a line of 
railway from Grand Falls to Inter- 
national Falls, Minnesota, which line 
of railway the M. & I. Railway, subse- 
quent to the construction thereof and 
to and including the 22nd day of Octo- 
ber, 1941, operated under a lease from 
the Big Fork Railway. 


“TIT 


“That, in 1903, the defendant, for 
moneys advanced, and otherwise, then 
caused a mortgage to be executed by 
the M. & I. Railway in favor of the 
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defendant to secure the same in a sum 
ultimately exceeding a million dollars. 
that such mortgage covered all th 
lines and properties of the M. & | 
Railway; that on October 22, 194}, 
the defendant foreclosed such mort. 
gage, and thereunder and _ thereby 
then became, and since then has been, 
together with the ownership and con. 
trol of the respective terminals at St 
Paul, Minneapolis, and International 
Falls, the title owner of such lines and 
properties and the operator of a con- 
tinuous line of commercial railroad 
from St. Paul into the terminals in 
International Falls, Minnesota. 


“TV 


“That prior to, and on December 10, 
1913, and to and including October 
22, 1941, the entire line of railway 
from St. Paul to International Falls, 
Minnesota, was a single connecting 
line of commercial railway under the 
control of defendant and subject to 
the provisions of Chap 90 of the Laws 
of Minnesota for 1913, and to the or 
der of the Commission of Decembet 
10, 1913. 

“(a) That each of the annual te 
ports made to the Commission by the 
M. & I. Railway for 1913 to 1921, ix 
clusive, admits that the lines of the 
M. & I. Railway were then under th 
control of the defendant : 

“(b) That the report of the Inter 
state Commerce Commission made it 
1921, states: 

“‘Minnesota and  Internationd 
Railway Company is controlled ly 
Northern Pacific Railway through 
ownership of a majority of the out 
standing capital stock.’ 

“(c) That from January of 19131 
October 22, 1941, a majority of tht 
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directors of the M. & I. Railway were 
glected and controlled by or were of- 
feers or directors of defendant herein 
yd common to both companies : 

“(d) That the defendant herein, 
fom the time of the construction of 
the line of railway from Grand Falls 
to International Falls, known herein 
as the Big Fork Railway, was the 
owner of all of the capital stock of the 
latter named railway company : 

“(e) That the order of the Com- 
mission of December 10, 1913, made 
and promulgated a general tariff of 
rates for single line application, ap- 
plicable to certain railway companies 
and common carriers then operating 
within the state of Minnesota, includ- 
ing the defendant herein and the M. & 
I. Railway; and that in and for the 
operation of the M. & I. Railway, in 
conjunction with the operation of the 


lines of defendant, prescribed therein, 
the maximum of the only lawful rates 
for the transportation of all freight 
and commodity shipments, over the 
lines of the railways above mentioned, 
extending from St. Paul to Interna- 


ional Falls, Minnesota; that such 
rates, so prescribed were not shown to 
be confiscatory at the hearing before 
e Commission on October 10, 1916, 
or at any time; have been modified 
rom time to time since, and as so 
modified, are now in force thereover. 
“That at all times since the passage 
of Chap 90, Laws of Minnesota for 
1913, the defendant and M. & I. Rail- 
ay were one road for rate-making 
purposes. 


0, 4 


“That on September 10, 1916, the 
defendant was maintaining joint line 
ates for all shipments of freight and 


231 


commodities, southward to Sartell, 
over the lines of the defendant and the 
lines of the M. & I. Railway and Big 
Fork Railway, in violation of the pro- 
visions of Chap 90, Laws of Minne- 
sota for 1913, and the order of the 
Commission of December 10, 1913, 
and continued so to do until October 
22, 1941; and single line rates on cer- 
tain commodities northward, from all 
points on the lines of the defendant 
and M. & I. Railway to points on the 
Big Fork Railway, for the same 
period ; and that at said date last men- 
tioned the defendant, voluntarily, dis- 
continued the imposition of such joint 
line rates and then, voluntarily, estab- 
lished and has since maintained, in 
lieu thereof, single line rates; that the 
maintenance of such joint line rates 
was open and notorious, and that no 
proceedings have been brought by the 
state of Minnesota except the proceed- 
ing of 1916, until the filing of the com- 
plaint herein or by private individuals, 
questioning the right of the defendant 
so to do. 


“VT 


“That the maintenance, application, 
and collection of joint line rates, on 
pulpwood, from points on the M. & I. 
Railway and Big Fork Railway to Sar- 
tell, Minnesota, on the Northern 
Pacific, and the maintenance, applica- 
tion, and collection of single line rates 
on the same commodity, from points 
on the Northern Pacific and M. & I. 
Railway to destination points, on the 
Big Fork Railway, as hereinbefore set 
forth, was unduly prejudicial to com- 
plainant ; and unduly preferential to re- 
ceivers of pulpwood at points on the 
Big Fork Railway; and was discrim- 
inatory.” [Order omitted. ] 
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Memorandum 


In fairness to all parties, including 
the members of the Commission con- 
stituting that body in 1916 and during 
the ensuing years, it should be noted 
that the chairman, Judge Mills, died 
shortly after 1916. That it was a rea- 
sonable assumption for the Commis- 
sion to make, subsequent to 1916, that 
the single line rates, affecting trans- 
portation over the lines here involved, 
carried in the order of December 10, 
1913, and which became effective on 
January 1, 1914, having been rather 
pointedly called to the attention of the 
Northern Pacific in 1916, would, vol- 
untarily, be put in force by the de- 
fendant and the order observed. State 
ex rel. Hall v. Chicago & N. W. R. 
Co. 133 Minn 413, 158 NW 627, it 
is also worthy of note in this connec- 


tion, was decided on June 30, 1916. 
But World War I was then coming 


on, and, in the meantime, there had 
been a complete change in the person- 
nel of the Commission, and in the 
employees thereof, whose duty it was 
to keep the Commission informed as to 
the progress of its pending affairs. 
After the war, other matters took the 
attention of everybody; and, in any 
event, until the filing of the above en- 
titled complaint, no one on the Com- 
mission, as at present organized, at 
least, knew of the existence of the facts 
as above set forth; and, quite natural- 
ly, the Northern Pacific made no out- 
cry. 

The duty of the Commission, at all 
times, is to establish just, reasonable, 
and nondiscriminatory rates for the 
transportation of freight in Minne- 
sota; and it is the right of the public 
to enjoy the same at all times. When 
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rates violating such right are found to 
exist, it is the further duty of the 
Commission to rectify them, not only 
as to the future, but also to declare for 
the past, what then were just, reason- 
able, and nondiscriminatory rates, 
The statutes of the state of Minne 
sota creating the Commission and de. 
fining its duties; and the act of Con- 
gress creating the Interstate Com- 


merce Commission and defining its § 


duties, due to certain historical facts 
which need not to be stated here, 
greatly still resemble each other. 

The Interstate Commerce Commis- 
sion and the Courts have pointed out 
at various times that a rate for future 
application is a legislative function; 
but that the investigation of a proceed- 
ing, involving the applicability of 
rates in the past, is within the admin- 
istrative powers of the Commission; 
and has said: 

“We are of the opinion, ' 
that we have power to make findings 
on the applicability or lawfulness of 
rates charged by common carriers by 
motor vehicle in the past. 

When issues as to the applicability 
and lawfulness of rates are presented 
in complaints, the parties are entitled 
to a determination of those issues al- 
though the rates in effect when the 
shipments moved may have been 
changed prior to our determination of 
the issues. Findings on the applicabil- 
ity and lawfulness of charges on past 
shipments, if they served no other put- 
pose, would be valuable future guides 
to shippers and carriers. Although 
we are without power to award repar@ 
tion under the Motor Carrier Ac, 
1935, we construe the provisions there 
of as conferring power on us to make 
findings whether rates charged in the 
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past were applicable and lawful. This 
conclusion is, we believe, supported by 
the reasoning of the United States Su- 
preme Court in Texas & P. R. Co. v. 
Abilene Cotton Oil Co. (1907) 204 
US 426, 51 L ed 553, 27 S Ct 350, 9 
Ann Cas 1075.” W. A. Barrows 
Porcelain Enamel Co. v. Cushman 
Motor Delivery Co. (1939) 11 M. C. 
C. 365, 366, 367; Cramer v. Chicago, 
mR I. & P. R. Co. (1911) 153 Iowa 
103, 133 NW 387. 

Further, this Commission believes 
that, notwithstanding the passage of 
the years and the events, that have 
happened, since the order of the Com- 
mission continuing the hearing of 
1916 was made, the. records of the 
Commission should be closed; and 
that it is the right and duty of the 
Commission now so to do. 

As to the merits of the contention 
of the defendant that the Commission 
is without jurisdiction, now, in the 
premises because of the lapse of time 
since the hearing before the Commis- 
sion in 1916; and that the application 
of rates, other than single line rates, 
to traffic thereover in the meantime, 
such claim is without force. 

The Commission has jurisdiction 
to determine what may have been a 


reasonable, lawful rate in a past situa- 
tion. Backus-Brooks Co. v. Northern 
P. R. Co, (1927) 21 F2d 4. 

That the fact that the Commission 
prescribed rates for joint line applica- 
bility is immaterial. State ex rel. 
Smith v. Chicago, M. & St. P. R. Co. 
(1917) 139 Minn 55, 63, 165 NW 
869. 

Finally, it may be said that the ap- 
plication of any rates other than the 
single line rates for traffic, originating 
and terminating on the lines of the de- 
fendant and the lines of the M. & I. 
Railway or Big Fork Railway, as pre- 
scribed by the Commission in the or- 
der of December 10, 1913, except as 
such rates have been lawfully modified 
in the meantime, were at all times since 
said date, last mentioned, unlawful. 
There is an entire absence of any or- 
der of the Commission authorizing 
the maintenance of joint rates for the 
transportation here involved. 

A violation of law, no matter how 
open and notorious or how long con- 
tinued, can never ripen into a right to 
continue so todo. Bell Lumber Co. v. 
Great Northern R. Co. (1916) 135 
Minn 271, 160 NW 688; Solum v. 
Northern P. R. Co. (1916) 133 Minn 
93, 157 NW 996, 


\ 
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MARYLAND CIRCUIT COURT OF BALTIMORE CITY 


Rustless Iron & Steel Corporation et al, 


Steuart Purcell et al., Constituting the 
Public Service Commission of 


Maryland, et al. 


June 25, 1945 


OMPLAINT against memorandum of Commission containing 
c; statement of policy during rate proceeding; dismissed. 


Appeal and review, § 8 — Orders appealable — Statement of policy. 
1. No appeal can be taken from a statement of policy, made by the 
mission during the course of a rate case, to the effect that it considers that 
the property should be valued as a whole and not segregated into parts and 
that it will not hear further evidence on the question, p. 238. 


Judgment, § 1 — Declaratory judgment — Review of statement of policy by 


Commission. 


2. An action cannot be maintained under the Declaratory Judgments A 

as amended in 1945, for anticipatory relief against a statement of policy 
by the Commission in a rate case, such case being within the exception of 
§ 6 of the act which expressly excludes actions when a statute provides: 
special form of remedy for a specific type of case, p. 243. 


APPEARANCES: Harry N. Baetjer 
and John Henry Lewin, on behalf of 
the complainant Rustless Iron & Steel 
Corporation; Charles T. LeViness, 
General Counsel, and Philip H. Dor- 
sey, Jr., People’s Counsel, on behalf 
of the Public Service Commission of 
Maryland; Thomas J. Tingley, on be- 
half of the Mayor and City Council of 
Baltimore ; George A. Finch, on behalf 
of John C. Munder et al.; Emanuel 
Gorfine, on behalf of The C. Hoff- 
berger Company; Edwin M. Sturte- 
vant and Clarence W. Miles, on be- 
half of the Consolidated Gas, Electric 
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Light & Power Company of Balt 
more. 


NILEs, J.: 
1—Nature of the Case 


The present case presents two fur- 
damental questions : 

(1) Can an appeal be taken under 
the Public Service Commission Law 
from a statement of policy made by 
the Commission during the course 0 
a rate case, to the effect that it cor 
siders that the property should k 
valued as a whole and not segregated 
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into parts, and that it will not hear 
further evidence on the question; and 

(2) If not, can a review of such 
tion be had, and the rights of the 
sarties declared under the Declaratory 
Judgments Act? 


2—AHistory of the Case 


The present proceedings arise out 
of a complaint of the people’s counsel 
of the state of Maryland filed on May 
23, 1944, before the Public Service 
Commission, as a result of which the 
Public Service Commission undertook 
an investigation of the reasonableness 
of the electric rates charged by the 
Consolidated Gas, Electric Light and 
Power Company of Baltimore (here- 
inafter called Consolidated). 

The Rustless Iron and Steel Cor- 
poration (hereinafter called Rustless), 
a large industrial consumer of elec- 
tricity, intervened in the rate case, and 
throughout the proceedings before the 
Public Service Commission has sought 
a reduction in the electric rates 
charged by Consolidated to Rustless 
and all other customers. Rustless has 
taken a leading part in the presenta- 
tion of the case for a reduction, and 
has also advocated strongly that in 
fixing the rate base for Consolidated, 
the Commission should value sepa- 
rately the properties of Consolidated 
devoted to the production of electrici- 
ty, the production of gas, and the pro- 
duction of steam, the object of such 
division being to establish a “segre- 
gated base.” Heretofore, over a pe- 
riod of at least thirty years, the Com- 
mission has valued all the utility prop- 


iM ecrties of the three classes together, 


and has fixed a rate of return based 
upon such “unified base.”  Rustless 
complains of the established practice, 


235 


and whether or not the Commission 
will continue to use a unified rate base 
or will, as desired by Rustless, adopt 
a segregated rate base, is one of the 
important questions in the whole pro- 
ceedings. The position of Rustless is 
that Consolidated, on any theory of 
valuation, earns on its electric busi- 
ness a return about twice that which 
it earns on its gas business, and makes 
a loss on its steam business; hence, 
under a unified base it is inevitable 
that the high earnings of the electric 
business illegally subsidize the gas and 
steam business to the extent of the 
inequality. 

Hearings began on June 6, 1944, 
before the Public Service Commission 
and have continued for more than a 
year. At the present time, all par- 
ties have completed the presentation 
of their cases in chief, and there is 
some testimony still to be taken. No 
formal valuation order has been made, 
and no decision of any sort has been 
rendered, except the memorandum of 
April 18, 1945, discussed below. 

The nature of the proceedings is the 
usual “rate case,” beginning with the 
order of the Public Service Commis- 
sion instituting, in general language, 
an investigation of the reasonableness 
of the electric rates. In its final re- 
sult, the investigation may result in 
any of the following: 

(1) a new valuation, constituting 
the rate base, or a confirmation of the 
old valuation ; 

(2) a determination of the fair rate 
of return to which the Consolidated 
is entitled, either confirming the ex- 
isting rate or establishing a new rate; 

(3) the establishment of new sched- 
ules for electric service, either confirm- 
ing the old schedules, or modifying 
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them in some or all the categories into 
which the electric service is divided. 

On April 18, 1945, the Commission, 
at the request of Consolidated, issued 
and served on the parties a document 
entitled a “Memorandum,” ! which re- 
cited that, as a result of the pending 
investigation, Consolidated on Sep- 
tember 26, 1944, filed an application to 
increase its gas rates if its electric rates 
should be reduced; that Consolidated 
has now come to the point in the pres- 
entation of its case where it was re- 
quired to decide whether to rest with 
evidence of the valuation of its prop- 
erty as a whole or introduce evidence 
of valuation broken down into sepa- 
rate valuations for electric, gas and 
steam; that Consolidated had filed a 
motion on March 7, 1945, requesting 
that the Commission rule as an inter- 
locutery matter whether or not it 
would base its ultimate decision on 
the valuation of the company’s prop- 
erty as a whole or would segregate 
the valuation as requested by certain 


intervenors. The memorandum there- 
upon stated : 

“For the information of the par- 
ties the Commission deems it desir- 
able to make the following statement 
of policy: 

“In the light of all the evidence 
presented in this case and mindful of 
the Commission’s practice of more 
than thirty years standing of fixing 
the return to this company on a uni- 
fied rate base, the Commission is of 
the opinion that the property of the 
Consolidated Company should be con- 
sidered as a whole in determining a 
fair return and should not be segre- 
gated into parts onthe basis of par- 
ticular services rendered. For this 
reason the Commission will not con- 
sider any further evidence with re- 
spect to the value of the Consolidated 
Company’s property allocated to par- 
ticular classes of service as distin- 
guished from the value of its property 
as a whole.” 

The Commission has thus, on a re- 





1 The full text of the memorandum is as 
follows: 
“PUBLIC SERVICE COMMISSION 
OF MARYLAND 


Memorandum 


“In the Matter of the 
Rates of Consolidated 
Gas Electric Light and 
Power Company of Bal- 
timore. 


Before the 
Public Service 

Commission 
of Maryland 


Case No. 4661 

“April 18th, 1945. 
“Consolidated Gas Electric Light and Power 
Company of Baltimore last September 26th 
filed with this Commission an application to 
increase its gas rates if, as a result of this 
investigation, its electric rates should be re- 
duced. The Consolidated Company has now 
come to a point in the presentation of its 
case where it must decide whether to rest 
with evidence of the valuation of its property 
as a whole or introduce evidence of the valua- 
tion of its property broken down into particu- 
lar uses, that is, separate valuations of prop- 
erty used for electricity, gas and steam heat. 
Certain of the intervenors in this case have 
urged that this Commission for the purposes 
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of rate-making segregate the value of the 
mas rather than consider the Consolidated 

ompany’s property as a whole. Consoli- 
dated Company filed a motion on March 7, 
1945, requesting that this Commission rule as 
an interlocutory matter, whether or not it 
will base its ultimate decision on the valua- 
tion of the company’s property as a whole, 
or segregate the valuation thereof as request- 
ed by the said intervenors. 

“For the information of the parties the 
Commission deems it desirable to make the 
following statement of policy: 

“In the light of all of the evidence pre- 
sented in this case and mindful of the Com- 
mission’s practice of more than thirty years 
standing of fixing the return to this company 
on a unified rate base, the Commission is of 
the opinion that the property of the Consoli- 
dated Company should be considered as a 
whole in determining a fair return and should 
not be segregated into parts on the basis of 
particular services rendered. For this reason 
the Commission will not consider any further 
evidence with respect to the value of the Con- 
solidated Company’s property allocated to 

rticular classes of service as distinguis 
rom the value of its property as a whole.” 
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quest to rule as “an interlocutory mat- 
ter” stated that “in the light of all 
the evidence” and “mindful of the 
Commission’s practice of more than 
thirty years” the Commission “ts of 
the opinion” that the property “should 
be considered as a whole.” The con- 
clusion which the Commission reaches 
as the result of this “opinion” is that 
the Commission “will not consider any 
further evidence” tending to support 
the Consolidated’s position that the 
property should be valued as a whole. 

At the time this statement of policy 
was made, Rustless had put into evi- 
dence all the testimony that it de- 
sired tending to support its position 
that the property should be segregated 
for the purpose of rate making. The 
effect of the statement is that all the 
parties are advised that the Commis- 
sion feels that the evidence before it 
is insufficient to justify a change in 
its preexisting practice of using a uni- 
fied rate base, and, therefore, will not 
require Consolidated to go through the 
long and, under the circumstances, un- 
necessary, process of adducing evi- 
dence to support a conclusion which 
the Commission has already reached. 

It is assumed by the court that the 
Commission will not change its de- 
cision in regard to this matter with- 
out notice to the parties, and that if 
it should change its decision or be 
doubtful with respect to the matter, 
it will modify its statement of policy 
accordingly, and give an opportunity 
to Consolidated to present evidence 
which otherwise would be unneces- 
sary. It is also assumed by the court 
that were any such change of policy 
contemplated by the Commission, ele- 
mentary fairness would require that 
the Commission allow Consolidated, 
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as it has allowed Rustless, to bring 
into the proceedings such evidence as 
Consolidated might desire to support 
its contentions. 

As the result of the issuance of the 
memorandum of April 18, 1945, Rust- 
less filed its bill of complaint in this 
court, on April 30, 1945. The Public 
Service Commission moved to strike 
out certain portions of the original bill 
of complaint as being impertinent, and 
after a full hearing before this court 
on June 1, 1945, certain parts of the 
bill of complaint were stricken out. 
An amended bill of complaint was 
thereupon filed immediately, and to 
the amended bill of complaint the Pub- 
lic Service Commission and Consoli- 
dated have demurred. This hearing 
is upon the demurrer to the amended 
bill of complaint, and the facts re- 
cited herein are taken from the alle- 
gations of the amended bill, which, for 
the purposes of this hearing, are taken. 
as true. 

The bill of complaint prays relief 
under four general provisions of law: 

(1) Section 359 of the Public Serv- 
ice Commission Law (Art 23, Code, 
PGL). 

(2) The Declaratory Judgments 
Act (Acts of 1945, Chap 724, Art 
31A, Code PGL). 

(3) Section 415 of the Public Serv- 
ice Commission Law (Art 23, Code 
PGL). 

(4) The general equity powers of 
this court. 

At the hearing, it appeared that the 
more important grounds under which 
relief was prayed, are § 359 of the 
Public Service Commission Law and 
the Declaratory Judgments Act. Re- 
lief under § 415, which appears to be 
subsidiary to the questions arising 
60 PUR(NS) 





MARYLAND CIRCUIT COURT OF BALTIMORE CITY 


under § 359, and the jurisdiction of 
the court under its general equity 
powers, were not pressed as important 
grounds for relief. 

The relief prayed by the complain- 
ants is twofold: (1) that the deter- 
mination or order of the Public Serv- 
ice Commission of April 18, 1945, be 
declared illegal and set aside; (2) that 
the effect of the order of April 18, 
1945, be judicially declared and the 
rights and duties of all parties there- 
under with regard to the application 
to the principal of segregation be de- 
termined. 

Two principal questions are thus 
presented to the court: 

(1) Was the action of the Com- 
mission of April 18, 1945, an appeal- 
able “order” within the terms of § 359 
of the Public Service Commission 
law ; and 

(2) If not, may the rights and 
cuties of all parties with respect to 
the establishment of a unified or a 
segregated rate base be judicially 
declared under the Declaratory Judg- 
ments Act? 


3—Is the Action of the Commission 
of April 18, 1945, an Appeala- 
ble Order? 


[1] Section 359 of the Public Serv- 
ice Commission Law (Art 23 PGL) 
provides : 

“Any company, corporation, asso- 
ciation, person, or partnership subject 
to any of the provisions of this sub- 
title, or other person or party in in- 
terest, shall have the right to proceed 
in the courts to vacate, set aside or 
have modified any order of said Com- 
mission on the grounds that such or- 
der is unreasonable or unlawful, as 


hereinafter more particularly _ set 
forth.” 

By the terms of this section, an ap- 
peal is thus authorized from “any 
order” of the Commission, and both 
parties rely on the interpretation made 
by Judge Parke in the case of Potomac 
Edison Co. v. Public Service Commis- 
sion (1933) 165 Md 462, 1 PUR 
(NS) 339, 169 Atl 480, in support of 
their respective positions. The Po- 
tomac Edison Case was decided De- 
cember 7, 1933, and was an appeal 
from a final order of valuation made 
by the Commission in proceedings 
commenced by an order similar to that 
in the present case, for an investiga- 
tion of rates. The Commission, after 
hearings and receiving evidence on the 
question of valuation, passed a provi- 
sional order on November 29, 1932, 
PUR1983B 6, determining the fair 
value of the corporate property for 
rate-making purposes. The utility cor- 
poration filed a protest against the 
passage of a final order confirming this 
valuation on the ground it was unrea- 
sonable and unlawful. After hearing, 
the Commission rejected the protest, 
and determined that the provisional 
valuation made was the fair value, and 
on March 1, 1933, passed an order 
confirming the provisional order. The 
provisional order was accompanied by 
an elaborate opinion explaining the 
reasons for the Commission’s tentative 
valuation. The final order of valua- 
tion recites the filing of the tentative 
valuation, the protest, the considera- 
tion by the Commission, and orders 
that the tentative valuation “be and it 
is hereby confirmed and made final.” 

The contention made by the Po- 
tomac Edison Company in seeking a 
review of that order under both §§ 359 
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and 415 of the Public Service Com- 
mission law, was that it was a final 
order reviewable on appeal to the 
court. The Commission contended 
that it was merely an interlocutory 
order, and that no order could be re- 
garded as final until, by its terms, some 
rate was established or some act or- 
dered to be done or omitted, or that 
the order constituted a completion of 
the whole proceedings. 

The court of appeals, speaking 
through Judge Parke, held that the 
order was appealable under § 359. 
Since both parties rely upon the lan- 
guage used by Judge Parke, it is neces- 
sary to set forth in full the five sepa- 
rate statements made by him as to 
what is an appealable order under 
§ 359. 

“Tt is clear from the context of the 
section that the order within the mean- 
ing of the language used is not an in- 
terlocutory or procedural order passed 
in the course of a matter before the 
Commission and not determining any 
right of controversy involving a jus- 
ticiable question under the enactment, 
but one decisive of some subject-mat- 
ter of which the commission has juris- 
diction and the power to enforce 
against any party interested. Such a 
construction is consistent with the 
spirit of the law and contributes to its 
efficient and orderly administration.” 
(165 Md at p. 464, 1 PUR(NS) at 
p. 340). 


“ 


eat a procedural or inter- 
locutory order incident to the course 
of the proceedings is not the subject 
matter of the section under considera- 
tion.” (165 Md at p. 465, 1 PUR 
(NS) at p. 341). 

“The construction adopted : 
assures a procedure which will afford 
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an appeal to the courts from any or- 
der passed by the Commission that is 
not of an interlocutory or procedural 
character.” (165 Md at p. 470, 1 
PUR(NS) at p. 344.) 

“The final order of valuation is, 
therefore, conclusive to the extent 
permitted by its nature when its finali- 
ty is limited to the data with refer- 
ence to which it was made.” (165 
Md at p. 471, 1 PUR(NS) at p. 345.) 

“The final order of valuation is, 
therefore, not interlocutory but. basic 
in its nature, and determinative of a 
subject matter over which the Com- 
mission has jurisdiction and the duty 
and power to enforce against any 
party interested. So, this order falls 
within the class of orders with respect 
to which the right to proceed in the 
courts to vacate, set aside, or have 
modified is granted by the statute. 
While the precise question has not 
been expressly determined by this 
tribunal, the conclusion reached is in 
harmony with the decisions in West 
v. Byron, 153 Md 464, 470, PUR 
1927E 286, 138 Atl 404; Electric 
Pub. Utilities Co. v. Public Service 
Commission, 154 Md 445, 455, PUR 
1928C 3, 140 Atl 840; Miles v. Pub- 
lic Service Commission, 151 Md 337, 
PUR1926D 610, 135 Atl 579; Ben- 
son v. Public Service Commission, 
141 Md 398, PUR1923B 424, 118 
Atl. 852.” (165 Md at p. 472, 1 
PUR(NS) at p. 345). 

On the fundamental question of 
whether the present memorandum is 
an “order” or a “final order,” the par- 
ties urge diametrically opposite inter- 
pretations of Judge Parke’s words. 
The Commission contends that even 
though the memorandum of April 18, 
1945, may be an “order,” it is mere- 
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ly procedural and evidentiary, and 
furthermore, that it is not final. It is, 
therefore, the Commission says, posi- 
tively excluded from appeal by the 
words of Judge Parke. 

Rustless, on the other hand, con- 
tends, first, that the memorandum is 
an “order,” in that it is a determina- 
tion which is, for all practical pur- 
poses, final; that it is a valuation or- 
der in that it settles one of the two 
main elements of valuation, namely, 
the property to be included in the val- 
uation, the other element being the 
amount at which it is to be valued. 
As a result, Rustless contends, this 
order is a basic order, and is as basic 
and final as the valuation order found 
to be appealable in the Potomac Edi- 
son Case, supra. 

Rustless further contends that by 
his opinion in the Potomac Edison 
Case, Judge Parke overturned the rule 


forbidding piecemeal appeals, and ex- 
pressly approved appeals from inter- 
locutory orders provided they are 


“basic.” Conceding that such an in- 
terpretation is a reversal of the previ- 
ous doctrine in Maryland, counsel for 
Rustless urge that the Potomac Edi- 
son decision expressly approved ap- 
peals from interlocutory orders on 
basic matters and adopted as a test of 
appealability not the question of 
whether an order was interlocutory or 
final, but whether it was or was not 
basic. The way to avoid piecemeal 
appeals, say they, is for the Commis- 
sion to refrain from piecemeal deci- 
sions. Although the Commission was 
not bound to make or publish any de- 
cision with respect to segregation on 
April 18, 1945, the Commission hav- 
ing done so, say they, it is now open 
60 PUR(NS) 


for either party to have that decision 
reviewed. 


Each party charges that an accept- 
ance of the position of the other will 
cause intolerable confusion and delay. 
On the part of Rustless, it is contend- 
ed that unless it is able to obtain an 
immediate decision on this question, 
months will be spent in fruitless pro- 
ceedings leading to an unlawful val- 
uation on the unified base, which the 
Commission has now stated its inten- 
tion to establish. On behalf of the 
Commission, it is urged that the allow- 
ance of piecemeal appeals will result in 
delays, not of months, but of years, 
and that the entire orderly administra- 
tion of the regulations of public utili- 
ties as developed over the past twenty- 
five years in Maryland and other 
states, will be thrown into confusion. 


The general theory of public utility 
regulation through a Commission is 
based upon a procedure whereby the 
Commission, in the first instance, de- 
termines facts and arrives at a con- 
clusion based upon the evidence. The 
evidence relates to matters of legal 
right, property valuations, financial 
considerations, business practices, and 
public convenience and necessity. In 
these matters it is presumed to be, and 
usually is, well informed and expert 
through its specialized activities in 
connection with public utilities, and 
through the aid of its expert staff of 
engineers and accountants, When the 
Commission has promulgated any or- 
der or established any rate, such order 
or rate is open to review in the courts 
on the ground that it is unreasonable 
or unlawful, but the court itself is not 
empowered to take the positive action 
of making a new order (§§ 415, 416). 
The court can take additional testi- 
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mony under § 416, but then can only 
send the case back to the Commission 
in order that the Commission may 
make a revised order, which again may 
be reviewed for illegality and unrea- 
sonableness. 

A fundamental principle, which is 
of long standing and well settled in 
many decisions, both Federal and 
state, is that when a proceeding has 
been instituted before an administra- 
tive tribunal, the parties thereto are 
not entitled to appeal to the courts un- 
til the administrative proceedings have 
been completed and the administrative 
remedy exhausted. 

The matter is well summed up in 
Capitol Water Co. v. Public Utilities 
Commission, 41 Idaho 19, PUR 
1926A 78, 84, 237 Pac 423, as fol- 
lows : 

“The Commission ought not to be 
compelled to divide a hearing upon 
valuation because, at some stage of its 
proceedings, it has excluded testimony 
or rejected evidence offered of proper- 
ty used and useful as a part of the 
property of the utility ; and, on the oth- 
er hand, if it should by some ruling 
include, or indicate its intention to in- 
clude, the property of the utility, which 
was contended not to be used and use- 
ful for the purpose of valuation, it 
ought not to be compelled to suspend 
further valuation, or to stop its delib- 
erations and make findings of fact and 
an appealable order. The statute does 
not contemplate findings of fact and a 
decision and order in such steps, or 
that every time the Commission rules 
upon some contested point before it, 
it is called upon to immediately make 
findings of fact and an order that is 
appealable in and of itself.” 

See also the discussion of Hughes, 
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C.J., in Federal Power Commission v. 
Metropolitan Edison Co. (1938) 304 
US 375, 385, 82 L ed 1408, 24 PUR 
(NS) 394, 58 S Ct 963, and of Bran- 
deis, J., im Myers v. Bethlehem Ship- 
building Corp. (1938) 303 US 41, 50, 
82 L ed 638, 58 S Ct 459, each re- 
ferring to: “the long settled rule of 
judicial administration, that no one is 
entitled to judicial relief for a supposed 
or ‘threatened injury until the pre- 
scribed administrative remedy has 
been exhausted.” 

While counsel for Consolidated con- 
cede that the language of Judge Parke 
as quoted above is open to various in- 
terpretations, it seems to this court 
that it is not open to the construction 
that it was intended to upset well- 
settled doctrines. On page 472 of 165 
Md, 1 PUR(NS) at p. 345 of the Po- 
tomac Edison Case, supra, several 
cases decided by the court of appeals 
were referred to with approval, and 
Judge Parke stated that the Potomac 
Edison decision is in harmony with 
those decisions. Certainly, there is no 
express approval of “piecemeal ap- 
peals,” and there is also no express dis- 
approval of the long-standing doctrine 
in law and in equity that no appeal can 
be taken from a mere expression of 
opinion. If such a fundamental re- 
versal of the Maryland policy had been 
intended, the matter would certainly 
have been discussed in the opinion, but 
this court finds no indication that such 
a reversal was intended. Judge 
Parke’s words are rather to the con- 
trary. 

Although sometimes expressed con- 
versely rather than directly, the court 
feels that the decision in the Potomac 
Edison Case lays down a few clear and 
simple rules with respect to appeals 
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from orders of the Public Service 
Commission, which may be summar- 
ized as follows: 

(1) no appeal can be taken on a 
procedural question. 

(2) no appeal can be taken on an 
interlocutory order. 

(3) an appeal can be taken from a 
final order on any basic question. 

(4) whether an appeal can be taken 
from a final order on a question which 
is not basic is not decided. 

Whether an order is interlocutory 
or final depends upon whether some- 
thing remains to be done in order to 
reach a conclusion. In the present 
case it is obvious that much remains to 
be done. The testimony is still not 
completed. The principal thing that 
remains to be done is for the Commis- 
sion to formulate and announce a de- 
cision resulting from its expression of 


policy. At the present time, its state- 
ment of policy is not, in form or in 
substance, a final determination of val- 
ue on any theory. At most, it is a 
statement of its present view and its 
intention to find a valuation on the 


unified theory. Whether it may 
change its mind or not between now 
and the passage of the final order, does 
not seem vital. The important con- 
sideration is that the Commission has 
not yet arrived at a final valuation, 
nor has it given its reasons for what- 
ever conclusion it may finally adopt. 
An attempt to review its statement of 
policy at the present time would be 
forced to proceed without the benefit 
of either the data used by the Com- 
mission or knowledge of the reasons 
which persuaded it to adopt whatever 
conclusion it may finally reach. 

All of the reasons supporting the 
prohibition of appeals against expres- 
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sions of intention or orders not final, 
in civil cases, either at law or in equity, 
seem applicable to the present case. 
Boteler & Belt v. State (1835) 7 & 
& J. 109, 113; Farmers & Merchant; 
Natl. Bank v. Harper (1927) 153 
Md 128, 130, 137 Atl 702; Purdum 
v. Lilly (1944) 182 Md 612, 35 A24 
805, and cases therein cited. 

In Comans v. Tapley (1911) 101 
Miss 203, 57 So 567, the court quoted 
from Freeman on Judgments as fol- 
lows: “By far the greater number of 
those (interlocutory judgments, or- 
ders or decrees) which are at all likely 
to be mistaken for final judgments or 
decrees are those which, while 
they determine the rights of the par- 
ties, either in respect of the whole con- 
troversy or some branch of it, merely 
ascertain and settle something with- 
out which the court could not pro- 
ceed to a final adjudication, and the 
settlement of which is obviously but 
preliminary to a final judgment or 
decree.” 

It would hardly be contended that a 
tentative valuation order would be ap- 
pealable. Yet, in any tentative valua- 
tion order the Commission would nec- 
essarily have previously made the de- 
cision as to whether it would find a 
valuation upon a segregated or unified 
base. A fortiori, the present order 
should not be appealable because inter- 
locutory. 

The problem of what is a basic ques- 
tion within the meaning of the words 
of Judge Parke may, in some cases, be 
a difficult one. It is clear, however, 
that the Potomac Edison Case, supra, 
decided that an order of valuation is 
a basic order. The present case con- 
cerns valuation and, therefore, a final 
decision establishing a rate base upon 
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either the unified or segregated bases, 
would be a basic decision. 

In argument, counsel for Rustless 
asserted that the decision of the Com- 
mission to omit one of the power- 
houses of Consolidated from the valua- 
tion would be appealable prior to a 
final establishment of the rate base. 
Pressed further, he conceded that a 
decision to omit one of the generators 
in the powerhouse would be appeal- 
able, prior to a final valuation. Such 
instances are indicative of the compli- 
cation which would ensue if appeals 
were granted on such matters. It is 
impossible to believe that the court of 
appeals in the Potomac Edison Case 
intended to make such a fundamental 
change in the law. 

The Commission contends that the 
question presented here is merely one 
of evidence; that all the Commission 
stated was “We will hear no further 
evidence on the subject of segrega- 
tion.” Although it seems to the court 
that the order of the Commission is, as 
stated therein, a “statement of policy” 
which affects basic matters, it is not 
necessary to decide this question since 
the determination of this court is 
based upon the view that the memo- 
randum appealed from is not final but 
interlocutory. 

On the question of delay, much can 
be said to the effect that the proceeding 
in the present case and in the deter- 
mination of this one question, would 
be expedited, but, in general, the court 
believes that the principle prohibiting 
piecemeal appeals is far more effective 
to prevent delay than to promote it. 
In its opinion, piecemeal appeals would 
not only increase the delay, but would 
so confuse the regulation of public util- 
ities that it would be impossible to ob- 
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tain satisfactory results in view of the 
innumerable questions which might be 
raised. The only practical solution to 
avoid such delays would be for the 
Commission’ to sit silent throughout 
every proceeding and never intimate to 
any party in any way what its decision 
might be. 

This court concludes, therefore, that 
the memorandum of April 18, 1945, 
is not appealable under § 359, because 
it is interlocutory and not a final order. 
It lacks the elements of a final order in 
that (1) it is not final, but interlocu- 
tory in form, (2) it is not final in pre- 
cision, there being no conclusion as to 
valuation, (3) as a result of it no 
specific rights are established or de- 
termined, (4) no complete statement 
of reasons is annexed to it in accord- 
ance with the Commission’s practice 
with regard to final orders of this char- 
acter, and (5) its results are not co- 
Srdinated with other elements to be 
considered by the Commission. 

It is, in fact and in effect, an inter- 
locutory expression of opinion, a ten- 
tative conclusion, upon which final ac- 
tion will be taken later. 


4—Is the Complainant Entitled to 
Declaratory Relief? 


[2] The complainant contends that 
whether or not an appeal under the 
Public Service Commission Law is 
authorized, it is entitled to declaratory 
relief under the uniform Declaratory 
Judgments Act as reénacted by the 
legislature in 1945 (Art 31A of the 


Code). As stated in the preamble to 
this act, it is designed to overturn cer- 
tain decisions of the court of appeals 
which do not express the true legisla- 
tive intent, and to make clear that the 
law as declared in those decisions was 
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not what the legislature intended. The 
essence of the act as applying to com- 
plainant’s contention is contained in 
§ 6, as follows: 

“When, however, a statute provides 
a special form of remedy for a specific 
type of case, that statutory remedy 
must be followed; but the mere fact 
that an actual or threatened controver- 
sy is susceptible of relief through a 
general common law remedy, or an 
equitable remedy, or an extraordinary 
legal remedy, whether such remedy 
is recognized or regulated by statute or 
not, shall not debar a party from the 
privilege of obtaining a declaratory 
judgment.” 

The Consolidated and the Commis- 
sion rely specifically upon the prohibi- 
tion against using the declaratory 
judgment procedure where a statute 
provides a special form of remedy for 
a specific type of case. Rustless relies 
upon the contention that the mere fact 
that there is a statutory appeal provid- 
ed, does not debar the complainant 
from relief by way of declaratory judg- 
ment. 

The previous decisions of the court 
of appeals which it was intended to 
reverse, are substantially those in 
which the court held that the declara- 
tory judgment process was merely sup- 
plementary and not in substitution for 
ordinary common law or equity pro- 
cedure. See Caroline Street Perma- 
nent Bldg. Asso. v. Sohn (1940) 178 
Md 434, 13 A2d 616; Morgan v. Die- 
trich (1941) 179 Md 199, 16 A2d 
916. 

The most recent case on the act, 
Tawes v. Williams (1941) 179 Md 
224, 228, 17 A2d 137, was one in 
which the court of appeals held that in 
income tax cases, since a special pro- 
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cedure for determining tax liability 
had been set up by statute, that pro. 
cedure must be followed. Both sides 
in the present case agree that Tawes 
v. Williams is good law under the 
1945 amendment. 

The complainant contends that it 
has in fact followed the statutory pro- 
cedure, namely, an appeal under § 359, 
If an appeal is allowable under § 359 
there is, of course, no necessity to ob- 
tain a declaratory judgment, but if an 
appeal is not allowable, then by neces- 
sity it contends, there is no other stat- 
utory procedure available and it is en- 
titled to declaratory relief. 

The general principle with respect 
to declaratory relief in matters subject 
to administrative decision, is stated by 
Professor Gellhorn (Administrative 
Law, 1940, p. 793) as follows: 

“Only after it is clear that no legis- 
lative disposition of the appropriate 
procedure has been made may one with 
safety think in such general terms as 
injunction, habeas corpus, mandamus, 
etc. For where the statute has indicat- 
ed the methods by which and the cir- 
cumstances in which administrative ac- 
tion is to be subjected to the scrutiny 
of judges, the use of other devices for 
securing judicial examination is not 
likely to be permitted by the courts.” 

It is also to be borne in mind that 
the basic object of the Declaratory 
Judgments Act is to provide anticipa- 
tory relief prior to the infliction of a 
wrong. The rate-making procedure 
in itself has some elements of resem- 
blance to the declaratory process, for 
it is, in its nature, anticipatory, laying 
down a rule for the future which must 
be followed by the parties affected. 

Is then the present case within the 
terms of the Declaratory Judgments 
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Act requiring that the statute be fol- 
lowed where there is a special form of 
remedy for a specific type of case? 

It would seem to me to be hard to 
find a more special form of remedy for 
a more specific type of case than that 
provided in § 359 and § 415 of the 
Public Service Commission law. 
That a rate case is a special type of case 
can hardly be controverted. It is con- 
ducted before a special body, equipped 
with a special staff, expert in the effect 
of special considerations, some legal 
and some extra-legal, all to be applied 
in the light of public needs in addition 
to private rights. The statute pro- 
vides a specific form of remedy with 
detailed provisions for service, answer, 
rehearing, and other matters. 

Furthermore, the present case is a 
case on appeal. The Declaratory 
Judgments Act makes no pretense to 
regulate appeals of any sort; it is es- 
sentially an instrument for decisions 
of first instance, and judgments under 
it are themselves subject to appeal. In 
the opinion of the court, it was de- 
signed to make unnecessary a violation 
of legal or equitable rights, and to pre- 
vent damage by anticipatory process. 
In the present case the dispute already 
exists, the proceedings have been start- 
ed; they have not yet been finished; 
and when they are finished, a statutory 
procedure for appeal will be available. 

The present case does not, it seems 
to the court, fall within the proviso 
that the mere fact that a common law 
controversy is susceptible to relief 
through a general common law rem- 
edy or equitable remedy or an extraor- 
dinary legal remedy, whether such 
remedy is recognized or regulated by 


statute or not, then declaratory relief 
shall be available It seems to the court 
that the proviso refers to such extraor- 
dinary remedies in the sense in which 
prohibition (Ex Parte Southwestern 
Surety Ins. Co. [1918] 247 US 19, 
62 L ed 961, 38 S Ct 430) mandamus 
(Hummelshime v. Hirsch [1910] 114 
Md 39, 46, 79 Atl 38) and injunction 
(American-Stewart Distillery v. Stew- 
art Distilling Co. [1935] 168 Md 212, 
219, 177 Atl 473) are extraordinary 
and are recognized and regulated in 
some degree by statute. The remedy 
under § 359 is of that different type 
which is precisely described as “a spe- 
cial form of remedy for a specific type 
of case.” 


5—Conclusion 


The conclusion of the court, there, 
is as follows: 

1. The action of the Public Service 
Commission of April 18, 1945, wheth- 
er an order or not, was interlocutory 
and not final. It is, therefore, not sub- 
ject to review on appeal under the 
Public Service Commission law. 

2. The complainant is not entitled 
to relief under the Declaratory Judg- 
ments Act, since the Public Service 
Commission statute provides a special 
form of remedy for a specific type of 
case, and that remedy must be followed 
in the present case. 

Since all the considerations relating 
to the present case have been fully cov- 
ered in the amended bill of complaint, 
the brief, and the argument, the court 
will sign a decree dismissing the 
amended bill of complaint without 
leave to amend. 
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UNITED STATES CIRCUIT COURT OF APPEALS, THIRD CIRCUIT 


Elizabeth C. Lownsbury et al. 


v. 


Securities and Exchange Commission et al. 


No. 9015 
— F2d — 
September 11, 1945 


—— by stockholders of holding company, under § 24(a) 
of Holding Company Act, for review of orders of Securities 
and Exchange Commission approving recapitalization plan under 
§ 11(e) of the act; petition dismissed and motion for stay of 
proceedings denied. For decision of Commission, see (1945) 
59 PUR(NS) 65, supplemented by findings approving recap- 
italization plan, as amended, in Release No. 5895 (June 30, 
1945) and order denying petitions for rehearing and other re- 
lief in Release No. 5942 (July 18, 1945). 


Appeal and review, § 9 — Right to review — Interlocutory order approving plan 
— Holding Company Act. 

A petition by stockholders of a holding company for review of an order 
of the Securities and Exchange Commission approving a plan for recapi- 
talization under § 11 of the Holding Company Act, 15 USCA § 79k, filed 
in the circuit court of appeals under § 24(a) of the act, 15 USCA § 79x 
(a), should be dismissed in view of the jurisdiction of the district court 
to review the plan and all objections to it when its enforcement is sought, 
where the Commission order provides that it is not to be deemed operative 
to authorize any of the transactions contemplated until a district court has 
entered an order enforcing the plan and that the effectiveness of the plan 
is conditioned upon approval by a vote of corporation shareholders. 


(Biacs, CJ., concurs in separate opinion.) 


Goopricn, CJ.: This case arises 
upon the motion of the Securities 
and Exchange Commission to dis- 
miss the petition of certain stockhold- 
ers of The Commonwealth & Southern 
Corporation for review of present or- 
ders * of the Commission, respondents, 
and to dismiss a motion, also made by 


the same petitioners, for a stay of all 
proceedings, pending review by this 
court. The controversy centers upon 
interpretation of two sections of the 
Public -Utility Holding Company Act 
of 1935 * in relation to court review of 
the corporation’s reorganization plan. 

The primary question involved is 





RS ‘aoa of June 30, 1945; Order of July 18, 
1945. 
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215 USCA §§ 79 to 79z-6; 49 Stat 803; 
act of Aug. 26, 1935, Chap 687, §§ 1-33. 
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whether this court is the proper forum 
to test the Commission’s orders pur- 
suant to § 24(a)® of the act, as peti- 
tioners allege, or whether the district 
court is the proper forum pursuant to 
§ 11(e),* as the Commission al- 
leges. 

The orders of the Commission are 
expressly stated not to be deemed op- 
erative to authorize any of the trans- 
actions contemplated by the plan until 
a district court has entered an order 


enforcing the plan. The orders also 
condition the effectiveness of the plan 
upon its approval by vote of the cor- 
poration’s shareholders, prior to sub- 
mission to adistrict court. The or- 
ders are then, argues the Commission, 
interlocutory and general review pro- 
visions, in a statute, as to agency or- 
ders do not apply to those which are 
merely interlocutory. Federal Power 
Commission v. Metropolitan Edison 


Co. (1938) 304 US 375, 82 L ed 





$Section 24(a). “Any person or party 
aggrieved by an order issued by the Com- 
mission under this chapter may obtain a re- 
view of such order in the circuit court of 
appeals of the United States within any cir- 
cuit wherein such person resides or has his 
principal place of business, or in the United 
States court of appeals for the District of 
Columbia, by filing in such court, within six- 
ty days after the entry of such order, a writ- 
ten petition praying that the order of the 
Commission be modified or set aside in whole 
or in part. A copy of such petition shall be 
forthwith served upon any member of the 
Commission, or upon any officer thereof desig- 
nated by the Commission for that purpose, 
and thereupon the Commission shall certify 
and file in the court a transcript of the record 
upon which the order complained of was en- 
tered. Upon the filing of such transcript such 
court shall have exclusive jurisdiction to af- 
firm, modify, or set aside such order, in whole 
‘or in part. No objection to the order of the 
Commission shall be considered by the court 
unless such objection shall have been urged 
before the Commission or unless there were 
reasonable grounds for failure so to do. The 
findings of the Commission as to the facts, if 
supported by substantial evidence, shall be 
conclusive. If application is made to the court 
for leave to adduce additional evidence, and it 
is shown to the satisfaction of the court that 
such additional evidence is material and that 
there were reasonable grounds for failure to 
adduce such evidence in the proceeding before 
the Commission, the court may order such 
additional evidence to be taken before the 
Commission and to be adduced upon the hear- 
ing in such manner and upon such terms and 
conditions as to the court may seem proper. 
The Commission may modify its findings as 
to the facts by reason of the additional evi- 
dence so taken, and it shall file with the court 
such modified or new findings, which, if sup- 
ported by substantial evidence, shall be con- 
clusive, and its recommendation, if any, for 
the modification or setting aside of the orig- 
inal order. The judgment and decree of the 
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court affirming, modifying, or settinz aside, 
in whole or in part, any such order of the 
Commission shall be final, subject to review 
by the Supreme Court of the United States 
upon certiorari or certification as provided in 
§§ 346 and 347 of Title 28.” 

Section 11(e). “In accordance with such 
rules and regulations or order as the Com- 
mission may deem necessary or appropriate in 
the public interest or for the protection of 
investors or consumers, any registered hold- 
ing company or any subsidiary company of a 
registered holding company may, at any time 
after January 1, 1936, submit a plan to the 
Commission for the divestment of control, 
securities, or other assets, or for other action 
by such company or any subsidiary company 
thereof for the purpose of enabling such com- 
pany or any subsidiary company thereof to 
comply with the provisions of subsection (b). 
If, after notice and opportunity for hearing, 
the Commission shall find such plan, as sub- 
mitted or as modified, necessary to effectuate 
the provisions of subsection (b) and fair and 
equitable to the persons affected by such plan, 
the Commission shall make an order approv- 
ing such plan; and the Commission, at the 
request of the company, may apply to a court, 
in accordance with the provisions of subsec- 
tion (f) of § 79r of this chapter, to enforce 
and carry out the terms and provisions of 
such plan. If, upon any such application, the 
court, after notice and opportunity for hear- 
ing, shall approve such plan as fair and _equi- 
table and as appropriate to effectuate the pro- 
visions. of this section, the court as a court 
of equity may, to such extent as it deems 
necessary for the purpose of carrying out the 
terms and provisions of such plan, take ex- 
clusive jurisdiction and possession of the com- 
pany or companies and the assets thereof, 
wherever located; and the court shall have 
jurisdiction to appoint a trustee, and the court 
may constitute and appoint the Commission as 
sole trustee, to hold or administer, under the 
direction of the court and in accordance with 
the plan theretofore approved by the court and 
the Commission, the assets so possessed.” 
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1408, 24 PUR(NS) 394, 58 S Ct 
963. 

The conditional nature of the Com- 
mission’s order is apparently a meth- 
od of so framing its mandate as to 
avoid the seeming inconsistency in- 
volved in §§ 11(e) and 24(a) of the 
statute. If effective, an orderly review 
following Commission action is pro- 
vided for, through district court, 
circuit court of appeals, and possibly 
Supreme Court, in proceedings in 
which all parties in interest may be 
participants. The very question be- 
fore us as to effectiveness of the device 
was before the second circuit in a case, 
which while showing some difference 
on facts, presented no difference in 
legal question which we can see. Okin 
v. Securities and Exchange Commis- 
sion (1944) 57 PUR(NS) 395, 145 
F2d 206 (remanded as to a point not 


relevant to our question [1945] — 

US —, 89 Led —, 65 S Ct 1569). 
The second circuit took squarely the 

position the Commission contends for 


here. In support of its conclusion, 
the court stressed the significance of 
the express provision for general re- 
view in 11(b) and its omission in 11 
(e); “the practicalities of the situa- 
tion”; and “the legislative history of 
the act, evincing a congressional in- 
tent that the relationship of the Se- 
curities and Exchange Commission 
and the district court provided for in 
§ 11 should be ‘exactly’ the same as 
that of the Interstate Commerce Com- 
mission and the district court in rail- 
road reorganization under § 77 of the 
Bankruptcy Act, 11 USCA § 205.” 
(57 PUR(NS) at p. 398). 

We think this decision is complete- 
ly in point and that it discusses the 
problem thoroughly, reaching a result 


. © PUR(NS) 


which we believe to be correct. No 
object would be served in repeating 
what has been so adequately discussed 
in that opinion. 

The petition for review of the or- 
ders of the Securities and Exchange 
Commission is dismissed and the mo- 
tion for stay of proceedings denied. 


Biaccs, CJ., concurring: The modi- 
fied plan submitted by the Common- 
wealth & Southern Corporation under 
§ 11(e) of the Public Utility Holding 
Company Act of 1935, 15 USCA § 79 
k(e), has been found by Securities 
and Exchange Commission to effect 
compliance by Commonwealth with 
the requirements of the Commission’s 
order of April 9, 1942, 44 PUR(NS) 
217,5 entered pursuant to the provi- 
sions of § 11(b)(2) of the act, 15 
USCA § 79k(b)(2). The Commis- 
sion has entered its order of June 30, 
1945, approving the plan and its later 
order of July 18, 1945, denying re- 
hearing. These are the orders which 
the petitioners, common stockholders 
of Commonwealth, seek to have re- 
viewed by this court pursuant to the 
provisions of § 24(a) of the act, 15 
USCA § 79x(a). The merits of the 
plan are not before us. We are con- 
cerned first with the question of 
whether this court is the proper forum 
for the review of the Commission’s 
orders and second, with the question 
of the petitioners’ application for a 
stay of all other proceedings. If the 
answer to the first question is in the 
negative, no stay may be granted. 

The Commission takes the position 
that this court is without jurisdiction 
to review the decision of the Commis- 
sion, pointing out that effectuation of 





5 Page 3, Holding Company Act of 1935, 
Release No. 5825, 59 PUR(NS) 65. 
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Commonwealth’s plan is conditioned 
by the terms of the Commission’s or- 
der upon approval by a majority of 
each class of stock affected and by a 
district court of the United States 
pursuant to § 11(e) of the act; that 
since the order is so conditioned the 
petitioners are not “aggrieved” by it 
within the purview of § 24(a); that 
the right of the petitioners to test the 
question of whether the plan is fair 
and equitable and appropriate to ef- 
fectuate the provisions of § 11 must 
be tried in a district court. The plan 
has not yet been submitted to a dis- 
trict court and the Commission states 
that it will not submit the plan unless 
it is approved by the stockholders. 

If the various subsections of § 11 
be scrutinized the following appears. 
Subsection (a) provides that it shall 
be the duty of the Commission to ex- 


amine the properties of public utility 
holding systems subject to the act to 
the ends of integration and simplifica- 


tion. Subsection (b) provides that 
the Commission shall compel the inte- 
gration and simplification of public 
utility holding company systems by its 
orders. Subsection (b) also contains 
express language providing for judi- 
cial review of the Commission’s order 
pursuant to § 24. Subsection (b) of 
§ 11 is the policy effecting clause of 
the statute and deals with integration 
and simplification, not with the rights 
of the individual investors as such. 
The words “fair and equitable” are 
not used in subsection (b) and the 
word “plan” does not appear therein 


except in connection with the distri- 
bution of voting power. This concep- 
tion was expressed by this court in 
Commonwealth &, Southern Corp. v. 
Securities and Exchange Commission 
(1943) 48 PUR(NS) 72, 78, 134 F 
2d 747, 751.8 There may be in fact 
no definite “plan” in the Commission’s 
mind when it makes orders of divest- 
ment. There may be no identification 
of the single integrated system or ad- 
ditional systems which may be re- 
tained. See United Gas Improv. Co. 
v. Securities and Exchange Commis- 
sion (1943) 52 PUR(NS) 287, 138 
F2d 1010, 1016, and Engineers Pub. 
Service Co. v. Securities and Ex- 
change Commission (1943) 78 US 
App DC 199, 51 PUR(NS) 65, 138 
F2d 936. 

If the holding company refuses to 
comply with the Commission’s orders 
in accordance with subsection (c), 15 
USCA § 79k(c), the Commission may 
apply to a court in accordance with 
§ 11(d), 15 USCA § 79k(d) to effect 
compliance by the means provided by 
§ 18(f), 15 USCA § 79r(f). Sub- 
section (d) also speaks of a plan, pro- 
viding that when a district court has 
taken jurisdiction the court may dis- 
pose of the assets of the holding com- 
pany “in accordance with a fair and 
equitable reorganization plan” ap- 
proved by the Commission. 

The function of subsection (f) is 
plain. It provides, as has been indi- 
cated, that if a plan or reorganization 
be proposed for a public utility hold- 
ing company within the terms of the 





®As follows: “The orders to be entered 
by the Commission under § 11(b) are funda- 
mentally directions that the companies in- 
volved achieve a stated result in integration 
of operations, divestment of nonintegrated 
properties, simplification of corporate structure 
or distribution of voting power in order to 
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meet the standards established by the section. 
While these orders are final and binding de- 
terminations of the result to be achieved it 
seems clear that Congress intended that the 
Commission might leave open for later con- 
sideration the detailed means by which the 
result directed should be accomplished.” 
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act, already made subject to the juris- 
diction of a district court because of 
the refusal of the company to comply 
with an integration or simplification 
order, the plan must be approved by 
the court. But it also provides a 
method for approving a plan when a 
district court has taken jurisdiction of 
the holding company under some stat- 
ute other than the Holding Company 
Act. Proceedings pursuant to § 77B 
or Chap 10 of the Bankruptcy Act as 
amended afford an example. The 
court in all these cases must determine 
whether or not the plan of reorganiza- 
tion submitted to it is fair and equi- 
table. If the plan is to be approved 
the court must determine also that the 
provisions of the plan will effect the 
policies embodied in the act. See Re 
Midland United Co. (1944) 58 F 
Supp 667. In Gilbert v. Securities 
and Exchange Commission (1945) 58 
PUR(NS) 385, 146 F2d 513, the 
circuit court of appeals for the seventh 
circuit dismissed petitions seeking re- 
view by that court pursuant to § 24 
(a) of orders of the Commission ap- 
proving the plan for the reorganiza- 
tion of Midland United Company and 
Midland Utilities Company after the 
plan had been approved by the district 
court of Delaware pursuant to § 174 
of the Bankruptcy Act, 11 USCA 
§ 574. The circuit court of appeals 


held that the petitioners were not ag- 
grieved because the orders of the Com- 
mission approving the plan were only 
interim orders. Additional ground on 
which to base the decision can be 
found in the legislative history of sub- 
section (f),” fortified by the authority 
of Chicago & N. W. R. Co. v. United 
States*® (1943) 52 F Supp 65, af- 
firmed per curiam by the Supreme 
Court (1943) in 320 US 718, 88 Led 
422, 64 S Ct 369. There is a pur- 
poseful dichotomy in subsection (f). 
It makes no reference to integration 
of public utility holding systems and 
does not by its own terms require a 
plan to be fair and equitable. The 
duty to determine whether a plan is 
fair and equitable and to approve a 
plan only if it be such, is laid upon 
the district courts by reference to § 11 
(d) of the Public Utility Holding 
Company Act or to some other stat- 
ute conferring original jurisdiction 
upon the court in a particular proceed- 
ing. It seems apparent, therefore, 
that an order made by the Commission 
in aid of a proceeding under subsec- 
tion (f) is in the nature of an ad- 
visory® or preliminary order and 
would not be reviewable under § 24 
(a). 

But the important factor in so far 
as the review machinery of § 11 is 
concerned is that Congress intended 





7 Senator Wheeler, during the course of the 
debate as to the effect of subsection (f), said, 
“If I am not mistaken about the matter we 
employ exactly that procedure in railroad re- 
organizations at the present time.” 79 Cong. 
Rec. 8845, 1935. See Note 2 of the opinion 
of the circuit court of appeals in Okin v. Se- 
curities and Exchange Commission, supra. 

8 The facts of the cited case were as fol- 
lows: A review of an order of the Interstate 
Commerce Commission approving a plan of 
reorganization for a railroad company sub- 
mitted in a 77 proceeding was sought before 
a 3-judge district court invoked under the 
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Urgent Deficiencies Act, 28 USCA § 47. De- 
spite the fact that the Urgent Deficiencies Act 
provides for a review of “any order of the 
Interstate Commerce Commission,” the dis- 
trict court held that the provisions of the Ur- 
gent Deficiencies Act did not provide a re- 
view where these provisions were not made 
specifically applicable and the means for the 
review of the plan supplied by § 77 were 
available. 

®See also the provisions of §§ 172 and 177 
me Bankruptcy Act, 11 USCA §§ 572 and 
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that if the holding company came into 
a district court of the United States 
and jurisdiction was acquired by that 
court because of the failure of the com- 
pany to obey the integration or sim- 
plification orders of the Commission 
or by virtue of the provisions of some 
other Federal statute or law,” that 
court should adjudicate all questions 
relating to integration, simplification, 
and the fairness and equity of the 
plan. In other words it was the in- 
tention of Congress if jurisdiction was 
vested in a district court, that that 
court and not a circuit court, should 
pass on the plan and determine and 
execute the course necessary for the 
integration and simplification of the 
holding company structure. See the 
language of subsection (d),“ .. . 
the trustee with the approval of the 
[district] court shall have power to 
dispose of any or all of such assets 
and, subject to such terms and con- 
ditions as the court may prescribe, 
may make such disposition in accord- 
ance with a fair and equitable reor- 
ganization plan which shall have been 
approved by the Commission after op- 
portunity for hearing.” 

To come now to subsection (e). It 
is clear that Congress intended public 
utility holding companies to have the 
opportunity to submit their own plans 
to effectuate the provisions of subsec- 
tion (b) of § 11. If the Commission 
approves the plan submitted by a hold- 
ing company as adequate to effectuate 
the provisions of subsection (b) and 
as “fair and equitable” to the persons 
affected by it, at the request of the 
company the Commission may apply 
to a district court to enforce and carry 


out the provisions of the plan. If the 
court finds the provisions of the plan 
to be “fair and equitable and 
appropriate to effectuate the provisions 
of § 11,” the court shall order the plan 
to be carried out. If the court had not 
been required to determine whether or 
not the provisions of the plan were 
“appropriate to effectuate the provi- 
sions of § 11,” it is clear that the duty 
of the district court would lie solely 
in determining whether or not the plan 
was fair and equitable to the persons 
affected by it and the district courts 
would not be compelled to concern 
themselves with the questions of policy 
presented by subsection (b). Since 
the words “appropriate to effectuate 
the provisions of § 11” are used they 
must be given their natural meaning 
and since integration and simplifica- 
tion are the prime objectives of sub- 
section (b), a district court must pass 
on all questions of integration and 
simplification presented as well as on 
the fairness of the plan. 

The provision of subsection (e) that 
the Commission at the request of the 
holding company “may apply”’ to a dis- 
trict court to carry out the plan should 
be deemed to be of mandatory effect. 
In other words if the Commission ap- 
proves the plan submitted by the com- 
pany and is requested by the company 
to apply to a district court to enforce 
and carry out the plan in my opinion 
the Commission must take the re- 
quested action. The approval of the 
plan by the Commission plus the re- 
quest that the Commission apply to a 
district court to enforce it and to carry 
out its provisions should be deemed 
to have the effect of “fixing” or “re- 





The provision of subsection (f) would, 
I think, be applicable to the reorganization 
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plan of a holding company in an equity re- 
ceivership proceeding in the Federal court. 
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serving” jurisdiction in a district 
court." The fact that the effectuation 
of the plan in the case at bar depends 
on the approval of the stockholders 
and of the district court aids this view 
for the Commission’s order is inopera- 
tive until the conditions are met. 

I can perceive no more reason for 
holding that a security holder may 
avail himself of the review provisions 
of § 24(a) when the company has filed 
a Commission approved plan under 
subsection (e) of § 11 than for hold- 
ing that the security holder is entitled 
to such a review when a plan approved 
by the Commission is filed under sub- 
sections (d) or (f). It is clear that 
Congress did not intend that a secu- 
rity holder should have the right to a 
§ 24(a) review of an order of the 
Commission approving a plan sub- 
mitted to a district court pursuant to 


the provisions of subsections (d) or 


(f). 


The method, technique, or device 
adopted by the Commission in the in- 
stant case in conditioning its order as 
indicated seems proper and well with- 
in the procedural field alloted to the 
Commission by Congress. Certainly 
the device adopted can do no harm to 
the rights of a security holder. The 
interpretation of subsection (e) by the 
Commission is entitled to great weight 
since it is the agency charged by Con- 
gress with the administration of the 
Public Utility Holding Company Act. 
The fact that subsection (b) express- 
ly provides for a § 24(a) review 
while subsections (d), (e), and (f) 
do not, is also very persuasive. Cf. 
our decision in Marquis (L. J.) & 
Co. v. Securities and Exchange Com- 
mission (1943) 49 PUR(NS) 415, 
134 F2d 822 and the circumstances of 
the cited case. 

For these reasons I concur in the 
decision of the court. 





11 It should be observed that in the instant 
circumstances, the application may be made to 
one of two district courts, that of the district 
of Delaware in which the corporation is domi- 


ciled, or that of the southern district of New 
York where the corporation has its principal 
office and carries on its business. 
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NEW YORK SUPREME COURT, APPELLATE DIVISION, 
FOURTH DEPARTMENT 


Lewis A. Toan 


Village of Perry 


269 App Div 894, 56 NY Supp2d 572 
June 27, 1945 


PPLICATION for order directing village to supply water; or- 
yi \ der dismissing application reversed. 


Service, § 126 — Duty of municipal plant to serve — Water. 


A municipality operating a water plant must supply water to an applicant 
when the evidence establishes the sufficiency of the water supply and that 
the applicant can be supplied without danger or harm to the residents. 


(Taytor, P.J., and Harris, J., dissent.) 


Before Taylor, PJ., and Dowling, 
Harris, McCurn, and Love, JJ. 


APPEARANCES: Wynkoop & Toan, 
of Rochester (Thomas L. Toan, of 
Rochester, of counsel), for appellant; 
Erwin & Erwin, of Geneseo (Austin 
W. Erwin, of Geneseo, of counsel), 
for respondent. 


Per Curiam: The evidence estab- 
lishes the sufficiency of the water sup- 
ply and that petitioner can be supplied 
without danger or harm to the resi- 
dents of the village of Perry. Under 
those circumstances the refusal to 


serve petitioner was arbitrary. Vil- 
lage Law, § 224; People ex rel. Hilli- 
ker v. Pierce (1909) 64 Misc 627, 
119 NY Supp 21. In Dexter Sul- 
phite Pulp & Paper Co. v. Shaver 
(1944) 183 Mise 275, 51 NY Supp 
2d 37. 

Order reversed on the law and facts 
without costs of this appeal to either 
party, report of official referee con- 
firmed, and order granted for the re- 
lief prayed for in the petition, without 
costs. All concur, except Taylor, PJ., 
and Harris, J., who dissent and vote 
for affirmance. 





60 PUR(NS) 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Department of Highways of the 
Commonwealth of Pennsylvania 


Application Docket No. 62411 


Re Butler Township Water Company 


D. A. 1 
July 24, 1945 


P ETITION of water company for determination of damages in- 
cident to alteration of railroad crossing at grade; denied. 


Crossings, § 59 — Alteration cost — Expenses of water company. 
A water company is not entitled to damages because of expense incurred 
in lowering its water line and expense incurred in purchasing water dur- 
ing the time service was interrupted while grade crossing alterations were 
under way, where no property of the company has been taken, injured, or 
destroyed by reason of the alteration of the crossing. 


By the Commission: Our order 
issued January 3, 1944, in the pro- 
ceeding docketed at A. 62411 provides, 
inter alia, for the alteration of a cross- 
ing at grade, at a point in Conyng- 
ham township, Columbia county, 
about 0.8 of a mile west of the bor- 
ough of Ashland, Schuylkill county, 
where State Highway Legislative 
Route 19081 crosses two main tracks 
of the Big Run Branch of Mine Hill 
and Schuylkill Haven Railroad Com- 
pany, leased and operated by Reading 
Company. 

The order also provides that any 
relocation of, changes in, or removal 
of any adjacent structures, equip- 
ment, or other facilities of any public 
utility ‘other than Reading Company 
located within the limits of any high- 
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way, which may be required as inci- 
dental to the alteration of the cross- 
ing at grade be made by said public 
utility, at its sole cost and expense, 
and in such a manner as will not in- 
terfere with the construction of the 
improvement, and that any relocation 
of, changes in, or removal of any ad- 
jacent structures, equipment, or other 
facilities of any public utility other 
than Reading Company located beyond 
the limits of any highway, which may 
be required as incidental to the altera- 
tion of the crossing at grade be made 
by said public utility in such a man- 
ner as will not interfere with the con- 
struction of the improvement. 

The order further provides that the 
Department of Highways pay all 
compensation for damages due to the 
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owners, exclusive of Reading Com- 
pany, for property taken, injured, or 
destroyed by reason of the alteration 
of the existing crossing in accordance 
with the order. 

By application dated November 10, 
1944, filed with this Commission 
November 16, 1944, and docketed at 
A. 62411, D. A. 1, Butler Township 
Water Company seeks the determina- 
tion of damages due for property tak- 
en, injured or destroyed by reason of 
the alteration of the crossing afore- 
mentioned. 

A hearing was held on the applica- 
tion and briefs have been filed by the 
Department of Highways of the Com- 
monwealth of Pennsylvania and Butler 
Township Water Company. 

Testimony submitted by a witness 
for the water company at the hearing 
held January 9, 1945, on the applica- 
tion of Butler Township Water Com- 
pany, shows that the alteration to the 
southerly highway approach to the 
crossing required applicant to lower, 
toa depth varying from 0 to 6 feet, 
approximately 216 feet of a 10-inch 
water line located within the limits of 
the highway right of way and that, 
in view of the required change with- 
in the limits of the highway right of 
way, it was necessary from an operat- 
ing standpoint for the water company 
to lower approximately 144 feet of 
the water line located beyond the 
limits of the highway right of way. 

The testimony also shows that it 
was necessary for the water company 
to purchase 5,460,000 gallons of wa- 
ter to supply certain of its customers 
during the time alterations were being 
made to the pipe line. 

The expense incurred by the water 
company in furnishing materials and 
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performing work in making the re- 
quired changes in its facilities within 
the limits of the highway right of way 
totals $633.58, for changes beyond the 
limits of the highway-right of way the 
expense totals $471.37, and the ex- 
pense incurred by the water company 
in the purchase of water during the 
time service was interrupted amounts 
to $864.60. Accordingly, a total of 
$1,969.55 was expended by the water 
company in making alterations to its 
facilities. The distribution of the cost 
of the water purchased was prorated 
in accordance with the length of pipe 
line distributed within and beyond the 
right-of-way limits of the highway, 
$518.75 being charged to the cost of 
rebuilding the line within the limits 
of the highway and $345.84 being 
charged to cost of rebuilding the line 
beyond the limits of the highway. 

It is the contention of Butler Town- 
ship Water Company that, by reason 
of the provisions of Pars 8 and 13 of 
our order, dated January 3, 1944, at 
A. 62411 aforementioned, the Depart- 
ment of Highways of the Common- 
wealth of Pennsylvania is obligated 
to reimburse the water company the 
sum of $817.21, which sum the water 
company contends is the expense in- 
curred by it in making alteration to 
its facilities located beyond the limits 
of the highway. 


The Department of Highways con- 
tends that all changes in the grade of 
the highway at the location of the pipe 
line were made entirely within the 
limits of the highway right of way; 
that the water company was required 
to lower its pipe line within the limits 
of the highway right of way by rea- 
son of the change in grade of the high- 
way, and that the changes made in the 
60 PUR(NS) 
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pipe line beyond the limits of the right 
of way were for the betterment of 
operation of facilities of the water 
company. It is the further contention 
of the Department of Highways that 
property of the water company was not 
taken, injured, or destroyed by rea- 
son of the alteration of the crossing 
in accordance with the provisions of 
our order dated January 3, 1944, at 
A. 62411, and that the department 
should not be required to pay the wa- 
ter company any of the expenses in- 
curred by the water company in mak- 
ing the alterations to its pipe line. 

Undoubtedly, applicant has suffered 
injury and the dollar amount of the 
injury is not seriously questioned. 
However, not all injuries are compen- 
sable and within the class of noncom- 
pensable injuries are those resulting 
to an adjoining property owner from 
a change of highway grade where no 
property of such owner is actually 
taken. Hoffer v. Reading Co. (1926) 
287 Pa 120, 134 Atl 415. Similarly 
it is settled law that an adjoining prop- 
erty owner acquires no right of action 
against a railroad company for dam- 
age resulting to his property by the 
elevation of the railroad within the 
limits of the right of way: Gillespie 
v. Buffalo, R. & P. R. Co. 226 Pa 
31, 74 Atl 738. 





In the very. recent case of Penp- 
sylvania Co. v. Philadelphia (1945) 
351 Pa 214, 40 A2d 461, the supreme 
court of Pennsylvania held that no 
damages were payable under § 411 of 
the Public Utility Law for a mere 
change of grade where no land has 
been taken as such damages were not 
compensable at common law nor have 
they been made compensable by an 
act of the legislature. Where the 
Commonwealth exercises its right of 
eminent domain and injures but does 
not take property, it is not required 
to compensate for the consequential 
injury. As the court pointed out, 
§ 411 of the Public Utility Law “does 
not create a liability for a new tort.” 
This recent case controls the instant 
matter. None of applicant’s property 
was taken; all the injury was conse- 
quential. For such injury, there can 
be no recovery. 

Under the applicable Pennsylvania 
Law, Butler Township Water Com- 
pany is not entitled to damages since 
none of its property has been taken 
for the improvement and the expenses 
sought to be recovered were oc- 
casioned by a change of grade within 
the existing highway right of way; 
therefore, 

It is ordered: That the instant ap- 
plication be and is hereby denied. 
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Industrial Progress 


Selected information about products, supplies, and 


services offered by manufacturers. 


Also announce- 


ments of new literature and changes in personnel: 


Davey Compressor Appoints 


Distributors 

Aree of the Allied Equipment Cor- 

poration, Albany, a York, the Myhra 
Equipment Company; Fargo, North Dakota, 
and The North Jersey Equipment Company, 
Newark, New Jersey, as distributors for the 
Davey Compressor Company, has been an- 
nounced by Paul H. Davey, president of the 
Kent, Ohio, manufacturing company. 

Present plans of the Allied Equipment Cor- 
poration include a full fleet of compressors for 
rental to utilities and contractors in the area 
served. 

The Myhra Equipment Company specializes 
in construction equipment and contractors’ 
items, and is a dealer for Case and for Ford- 
Ferguson tractors. A branch is maintained at 
Grand Forks, North Dakota, in order, to pro- 
vide efficient service throughout the state. 

The North Jersey Equipment Company is 
headed by B. Chernin and L. Sel#er. Mr. 
Chernin was with Henry Lohse Company for 
a number of years, and during that time has 
become widely known among New*Jersey con- 
tracting and industrial, and utility groups. The 
North Jersey Equipment Company has estab- 
lished sales and service facilities to meet the 
modern needs of builders and contractors on 
Davey compressors and other equipment. 


Combustion Engineering 


Appointment 
Roeser M. Hatrievp has resigned as deputy 
vice chairman of the War Production 
Board to become assistant general sales man- 
ager of Combustion Engineering Company. 

A rere uigeee c¥ineeting graduate of 
Purdue Upiyersityy class of 1932, Mr.. Hat- 
field camé with Combustion Engineering Com- 
pany in 1934 as a student engineer, subsequent- 
ly servingsin the service and erection depart- 
ment, the*proposition department, and then as 
sales engineer in the Cleveland office. In 1942 
he went to Washington as chief of the boiler 
section of the power branch, WPB under J. A. 
Krug and later became director of the produc- 
tion scheduling division. 


ASHVE Announces 52nd 


Annual Meeting . 
Tz Council of ‘the American Society of 
Heating and. Ventilating Engineers -has 


announced that the 52nd annual meeting of the : 


society will be held January 28-30, 1946; in 
New York city with headquarters at Hotel 
Commodore, 


President C. E. A. Winslow, New Haven, . 
Mention the ae identifies your inquiry 


has indicated that prior to the regular business 
and technical sessions there will be meetings 
of the council, the committee on research, tech- 
nical advisory committees, and other special 
committees. ; 
The general chairman of arrangements is 
R. H. Carpenter of the New York chapter. 
Important matters that require the attention 
of ‘society members are revisions to the so- 
ciety’s charter, and amendments to the con- 
stitution and by-laws. The program commit- 
tee has selected a variety of subjects for the 
technical sessions on problems dealing with 
heating, ventilating, and air conditioning. 


Chas. W. Stewart Joins Clark 


Manufacturing 
PPOINTMENT of Charles W. Stewart, 
prominent in the steam specialty sales 
field for many years, as vice president in 
charge of sales, is announced by The Clark 
Manufacturing Company of Cleveland, Ohio, 
manufacturers of steam specialties and Clark 
fluid controls. 

Mr. Stewart has served as president of the 
Steam Heating Equipment Manufacturer’s 
Association since 1942 and has been a member 
of the American Society of Heating and Ven- 
tilating Engineers since 1919. 

For the past nineteen years Mr. Stewart has 
been.associated with Hoffman Specialty Com- 
pany of Indianapolis as zone manager, as- 
sistant general sales manager and, more re- 
cently, as vice president in charge of sales. 

In his connection with. The Clark Manufac- 
turing Company, Mr. Stewart will work close- 
ly with Vice President ‘John L. Mainwaring 
in extending the sales and distribution of the 
company’s products nationally. 


J. French Robinson Receives 


Charles A. Munroe Award 
oe Sibent honor bestowed by the Amer- 

ican Gas Association was conferred re- 
cently on J. French Robinson, president, The 
East Ohio Gas Company, Cleveland, and 
former president of the AGA. Mr. Robinson 
received the Charles A. Munroe award for 


(Continued on page 36) 


“MASTER*LIGHTS" 
© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 
197 Master-Light Bidg., Boston 45, 
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Tus is a dry-type bushing made 
of wet process porcelain. A// joints be- 
tween the porcelain and metal parts are 
sealed by clamping without the use of 
cement. This method of union applies to 
the terminal stud as well as to the flanges 
and provides an oil-tight joint between 
the porcelain and the transformer cover. 
The elimination of cement facilitates re- 
placement of the insulator and assures 
oil-tight and gas-tight joints. 

On the lower end of the bushing con- 
ductor, a laminated connector is attached 
to the transformer lead. Being flexible, 
this connector eliminates the transmis- 
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5 OF CEMENT 
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[HANSFORIMNER COMPANY 


808 Ridge Avenue, N. S., Pittsburgh 12, Pa. 


CEMENILEDI 















HIGH CURRENT RATING 
500 to 3,000 Amperes 


VOLTAGE RATINGS 
5,000 and 15,000 Volts 






sion of stresses from the coil lead to the 
porcelain insulator. The absence of such 
stresses assures tightness of the joints 
between the porcelain and metal parts. 
Heavy alloy bolts are used throughout 
for electrical and mechanical connections. 
Unnecessary losses and heating are 
eliminated by mounting the bushing in a 
non-magnetic slot cover. Non-magnetic 
metal clamps are used for attaching the 
bushing to the cover. These clamps, 
being of the split type, permit easy in- 
stallation or removal of the complete 
insulator including the hardware. 
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gas industry. 


The award was made to Mr. Robitison ‘in 
recognition of his wartime leadership of the 
gas industry, his personal contributions to its 
effectiveness in meeting the demands of war- 
time production, and his work of codrdinating 
the gas industry with wartime fuel activities 


of the government. 


The committee selecting Mr. Robinson for 
the award which consists of a certificate and 
award, gave honorable mention to 
Acker, president, Central Hudson 
Gas & Electric Corparation, who received .the 
1943 award, for his continued contributions 
to the advancement of the gas industry in the 
instigation and administration of the Amer- 
ican Gas Association promotion and research 


moneta' 
Ernest 


program. 


Honorable mention also was given to Alex- 
ander M. Beebee, vice president, Rochester Gas 
& Electric Corporation, for his achievement as 
chairman of the AGA postwar planning cofh- 
mittee in pioneering: this project and as- 
sembling an efficient organization to complete 
the reports which received such wide attention. 

The Charles A. Munroe award committee 
consisted of L. E. Knowlton, Providence Gas 
Company, chairman; C. E. Packman, Middle 
West Service Company; C. A. Tattersall, 
Niagara Hudson Power Corporation; J. H. 
Warden, Oklahoma Natural Gas Company; 


made the most outstanding recent 
contribution toward the advancement of the 








THE TENNESSEE VALLEY AUTHORITY 
has openings for people who are interested 
in power supply work, and rural, commercial 
and industrial electrical development activi- 
ties. The basic entrance salaries for the posi- 
tions will range from $2400 to $4300 a year 
depending upon the position which candi- 
dates may be qualified to fill by reason of 
their training and experience. 


Candidates should be generally qualified 
through formal education in the field of 
electrical, mechanical, agricultural, or hy- 
draulic engineering or public utility eco- 
nomics, or a combination of education and 
experience in one or more of these fields. 
In addition, for positions at the higher 
salary levels, candidates should have experi- 
ence along the lines indicated above. It is 
desirable that candidates for electrical de- 
velopment work have a technical back- 
ground, practical electrical utility experi- 
ence and qualifications for personal contacts 
with individual customers, officials of local 
electtic systems, and others. 


Those who are interested in these positions 
should write the Personnel Department, 
Tennessee Valley Authority, Knoxville, Ten- 
nessee, requesting an application form. 
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and H. K. Wrench, Minneapolis Gas Light 
Company. 


Duro Test Corp. Introduces 
New Fluorescent Lamp 


T HE Duro Test Corporation, of North Ber- 
gen, New Jersey, manufacturer of :mod- 
ern lighting products since 19 ins ae 
that it is in production with 

fluorescent lamp that will es obi 
yet more mellow light, instant inetiostion 
and double lamp life. 

In making the announcement, Walter H. 
Simson, :president, said that. this vastly im- 
proved fluorescent lamp, timed in production 
to meet the urgent needs of the reconversion 
period, is being turned out in initial stages 
only for commercial and industrial users. 

According to the announcement, tests in the 
Duro Test laboratories reveal : 

1—That the 40-watt Safreen: will produce 
20 per cent more light than the standard 
fluorescent white and 40 per cent more than 
the standard fluorescent daylight. 

2—That the life of this new lamp will run 
approximately 5,000 hours‘as against the rated 
2,500-hour life of the standard fluorescent 
= 

3—That Safreen used in- instant-start cir- 
cuits, will provide instant illumination with- 
out loss of either rated life or efficiertcy. 


Equitable Gas Company Wins 
Million Man Hour Award 


FrencH Rostnson, president, The East 
e Ohio Gas Company, Cleveland, Ohio, and 
mele president, American Gas Association 
presented the Million Man Hour Award of the 
Association ' recently to the Equitable Gas 
Company of Pittsburgh, Pennsylvania, whose 
production and transportation departments, 
worked 903 calendar days for a total: of 1, 
029,000 man hours without a disabling injury 
accident. 

This Safety Merit Award is made each year 
by the executive board of the association on 
recommendation of the accident prevention 
committee of the American Gas Association. 
Mr. Dorr P. Hartson, vice president of the 
company, received the award on behalf of the 
Equitable Gas Company. 


Harry C. Dever Back with 
Copperweld Steel Company 


a a three years’ leave of absence, all of 

which was Spent in the armed forces, 
Harry C. Dever is back with-the Glassport, 
eee hg, division of 

Company. 4 will be in cha 
office and cover the states of rgia, Florida, 
South Carolina, and North Carolina. 

Prior to his war service, Mr. Dever covered 
the southeastern part of the United States for 
Copperweld. Before that, he spent many 


years as a transmission engineer in the power 


(Continued on page 38) 
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Available 
NOW 


i With the 

Fastest, Quietest Sonpeptionionerseeslay 
con ing device manufactured. 
Receipting Perforators Ever Made pee Ne 2 tne anon 


AMERICAN RECEIPTORS 


The most efficient receipting machines 
on the market are available again. Or- 
ders for American Receiptors—both 
electric and hand models—once more 
are being accepted and promptly filled. 
Today’s models retain all the out- 
standing features that have given 
UTILITY and SERVICE companies com- 
plete control, perfect protection and 
maximum speed in handling either 
stub or duplicate service bills. They 
receipt bill and stub and sever the stub 
in a single, split-second operation. 
Permanent, unalterable receipt mark- PMSA, 
ing provides the full story of each and Model 20 = Tbe ideal Receives 
transaction. They are adaptable to paneer ane pee po tA 
any transaction routine. .- as electric mode: 


Speed e Control « Protection 


Clean, quiet, economical, American Receiptors bring new effi- 
ciency to your receipting operations. Write to us, or consult your 
local American Perforator distributor for details and demonstra- 
tions. Sales and service in all principal cities. 


THE AMERICAN PERFORATOR COMPANY 
EXECUTIVE OFFICE AND FACTORY: ru Bivd., Chicago 6, Ill. 


EASTERN SALES AND SERVICE: 227 Fulton Street, New York 7, N. Y. 
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Named Regional Manager 


A’ Pa part of their postwar plan for expansion 

o of the sales depart- 
ment, H. C. Erhard, vice president in charge 
of sales, Standard Gas Equipment Corpora-, 
tion, Baltimore, Maryland, announces the ap- 
pointment of George H. Smith as regional 
manager of the metropolitan New York, New 
Jersey, and eastern Pennsylvania territory. Mr. 
Smith will direct the sales of Oriole and Acorn 
domestic gas ranges in this area, and also of 
the Vulcan hotel and restaurant line in the 
eastern Pennsylvania territory. 


Reflector Eliminates 
“Dark Spot” 


A LIGHT reflector which is claimed to elimi- 

nate the “dark spot” produced by conven- 
tional reflectors, is announced by the General 
Detroit Corp. and the General Pacific Corp. 
Called the Diamond Facet Reflector, it is made 
for use in flashlights, searchlights, lanterns, 
spotlights, and floodlights of all sizes and 
types. A special flashlight called “Floodbeem,” 
which incorporates the new reflector, is also 
being marketed by the two corporations. 


Named General Sales Manager 
of Baldwin Locomotive Works 


Apresnrusns of Robert G. Allen as general 
sales manager of The Baldwin Locomo- 
tive Works has been announced by Ralph 
Kelly, president of- Baldwin. 

Mr. Allen became associated with the Wal- 
worth Company in 1925, holding the post of 
division sales manager from 1929 until 1936. 
From 1936 to 1940 he served two terms, as 
representative from the 28th Pennsylvania dis- 
trict, in the Congress of the United States, 
during which time he occupied a place on the 
Foreign Affairs Committee. 

Mr. Allen was elected president of the Duff- 
Norton Manufacturing Company in 1940, 
which position he held until July, 1942, at 
which time he was granted a leave of absence 
to serve in. the armed forces. 

In March, 1945, Mr. Allen joined the Baldwin 
organization as general manager of Baldwin 
Southwark division of the company, which 
position he held until his recent appointment. 


Bombed-out Coal Handling 
System Being Replaced 


Rs Conveyors Inc. has just begun pro- 
duction on a coal handling system to re- 
place the one bombed out in Paris, it was an- 
nounced recently by President Thomas Robins, 
Jr. Scheduled to be completed in April, the 
new equipment was designed for the Genne- 
villiers power station of the Union d’ Electri- 
cite. 

Comparing in size with similar systems in 


large U. S. cities, the new Paris coal con 
veyors are designed to ultimately handle 50) 
tons per hour, and will handle 150 tons per 
hour when they begin to operate approximately 
a year from now. 


All machinery is being supplied from the. 


company’s main plant in Passaic, New Je 
and the conveyor belts are being manufactu 


by Hewitt Rubber Corporation of Buff lo, 


New York, the parent company of Robins 
veyors. 

The order was placed by the French S 
Council, which contacted Robins thr 
Gibbs & Hill, Inc., New York consulting én- 
gineers. 


Blake Joins Rogers and Slade, 
Management Consultants 


yo we, G. Bake, director of operations for 
the. Training-Within-Industry Service 
of the War Manpower Commission, Wash- 
ington, has joined Rogers and Slade, manage- 
ment consultants, New York, as an associate. 

Mr. Blake will specialize in company prob- 
lems involving recruitment of executive per- 
sonnel, sales activities, and sales training 
programs. 

Long active in the appliance and plumbing 
equipment fields, Mr. Blake joined the TW1 
organization early in 1942 to assist industry 
in meeting its wartime expansion in personnel 
and upgrading of supervisory employes. As 
director of operations, he had charge of the 
coérdination of TWI work throughout the 
nation, 

Mr. Blake joined the American Radiator- 
Standard Sanitary Corporation in 1925, serv- 
ing in various capacities in Pittsburgh, Yo 
town, Washington, Richmond, and Phi 
delphia. In 1932, he joined the Philadelphia 
Gas Works Company, and in 1937, was ap- 
pointed eastern sales manager for ‘the Ruud 
Manufacturing Company, the post he left to 
assume his wartime production responsibilities. 


Named Industrial Relations 
Director of White Motor 


C. WIt.1aMs, former assistant director of 

¢ industrial relations at the White Motor 
Company, has been made diréctor, according 
to announcement of V. W. Fries, vice presi- 
dent in charge of production. 


Kendrick F. Bellows Joins 
McKinsey & Company 


a Smee F. Bettows, formerly with Con- 
solidated Edison ‘Company, of New 
York, Inc., has joined McKinsey & Company, 
management consultants, as a consultant in the 
firm’s New York office. 

Since 1937 Mr. Bellows has been Division 
Engineer in charge of system planning, system 
engineering department of Consolidated Edi- 
son Company where he prepared plans for de- 
veloping the company’s electric, gas and steam 
systems. 
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... their skill is your protection against 
the pitfalls of poorly applied insulation 


LIS in insulation application are many 
nd costly. Costly in money through wasted 
costly in operating efficiency through in- 
¢ heat control. 


sure proper application of its insulating 
ls, johns-Manville recommends the engi- 
p skill and expert workmanship of organi- 
especially set up for this work. In some 
He groups are Johns-Manville’s own con- 
ba forces. In others, they are J-M Technical 
Units—contracting companies carefully se- 
for their integrity and background in this 


field. Each of these organizations is responsible for 
handling all details of an insulation job—a com- 
plete carry-through from planning to application. 

Through generations of research, Johns- 
Manville has developed a line of insulations that 
spans the entire range of industrial temperatures 
and fits every service requirement. 

* * * 

If you have an insulation problem, 
why not call on J-M for the solution? 
Write Johns-Manville, 22 East 40th St., 
New York 16, N.Y. 





NO SERVICE INTERRUPTION 


after bad transformer flare-up 





immediate action averts disaster 


“PRACTICALLY NO DAMAGE FROM FIRE”, was the 
report of The Dayton Power & Light Co. on a 
serious flare-up that resulted from an electrical 
failure on one of their substation step-up trans- 
formers. 35 FOOT FLAMES were extinguished so 
quickly by the Mulsifyre System that adjacent 


MULSIFYRE SYSTEMS operate on the 
principle of emulsifying blazing oil with a 
driving spray of water. The oil is turned into 
a liquid which is incapable of burning. Fire 
is extinguished in a few seconds and reigni- 
tion is prevented. 

Complete separation of water and oil takes 
place in a few hours... leaves oil undamaged. 


transformers were unaffected. THIS IMMEDI- 
ATE, DEPENDABLE ACTION is the reason why 
leading utilities have chosen Grinnell Mulsifyre 
Systems for protecting over 10,000,000 KVA of 
transformer capacity and many other installo- 
tions of similar oil-filled equipment. 


spray strikes conductors carrying high volt- 
ages. 

Mulsifyre Systems are permanently in- 
stalled . . . they operate automatically or 
manually. 

Recommended by Underwriters’ Labora- 
tories for use in extinguishing fires in flam- 
mable oils immiscible with water, wherever 


There is as png A no conductivity along: such oil is a fire hazard — in transformers and 
the discharge of a Mulsifyre projector when other oil-filled electrical equipment. 


See that your equipment has this 24-hour-a-day 
protection, before fire strikes. Experienced 
Grinnell engineers will help you plan protec- 
tion for your specific needs. 


GRINNELL COMPANY 


Executive Offices, Providence 1, R. IL. 
Branch offices in principal cities. 
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THE CLEVELAND TRENCHER COMPANY 
20100 ST. CLAIR AVE. « CLEVELAND 17, OHIO 
“CLEVELQNDS” Save More... Because They Do More 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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N COMPRESSED AIR JOB 
G MOBILITY 


‘ALL THIS © 
SPACE FOR 


: 


The Davey Air-Aristocrat—the famous portable compressed-air 
unit mounted on a trailer—has its place on day-in and day-out 
construction jobs. 


But on the short jobs, where maximum mobility means greatest 
efficiency, the Davey truck-mounted Auto-Air has no competi- 
tion. The Davey Auto-Air is powered by the truck engine. . 
through the Davey H. D. Power Take-Off . . . and is mounted 
behind the cab. . . uses less than one-third of the chassis space. 
Besides the compressor, the truck has plenty of room for men, 
tools and materials. 


Davey Air-Aristocrats for Continuous Service 


Davey portable compressors offer uninterrupted service at lower 
ultimate cost for the jobs that require air for days or weeks. 
Davey Air-Aristocrats are built for any type construction job, 
and for maximum efficiency in any climate. 


You are invited to write for a 
copy of the free Davey Catalog 
E-172, which gives full informa- 
tion on Davey Compressors, 
Truck Power Take-Offs and 
Pneumatic Saws, plus other 
pneumatic engineering data. 
This catalog is of special interest 
to engineers, builders and 
contractors. 
D-145-6-8 


DAVEY 6080".° 


DEALERS IN PRINCIPAL CITIES Ye 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


















































Large or small . . . wide or narrow—doors give you The rugged Kinnear 
highest efficiency when they feature the space-saving Motor Operator 
coiling upword action of Kinnear Rolling Doors! 

Kinnear’s famous interlocking-slat curtain opens into a remarkably small space 
overhead—clears the entire doorway—remains out of reach of damage by wind or 
vehicles. All-metal construction protects against fire, intrusion, and the elements. 
And Kinnear Rolling Doors afford maximum additional gains from motor operation 
and remote control—in quick, efficient labor-saving operation! Write for details! 


THE KINNEAR MANUFACTURING COMPANY 
2060-80 Fields Avenue 1742 Yosemite Avenue 
Columbus 16, Ohie Sen Francisco 24, Calif. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















Tuer American Arprpraisat Company 
ORIGINAL COST STUDIES e VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield a 


SAX 


2 


DESIGN Ii ord, Bacon « & Davis, anc. ® RATE CASES 


CONSTRUCTION PRAISALS 








weal Nao AND wie 
PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention. 
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FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 


Knoxville San Francisco Houston 











Engineers WILLIAM 8S. LEFFLER Economists ir 


SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — ~ectic REPORTS 


ELECTRIC — WATER — —_ ” GAS Utility Operations 
Noroton, Connecticut 








LOEB AND EAMES 


Publie Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 1: 











J. H. MANNING & COMPANY ves 


120 Broadway, New York -- 
ENGINEERS 


Business Studies Purchase—Sales Valuations 

New Projects Management Reorgan 

Consulting Engineering Mergers 
Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 


CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS in 
231 S. LA SALLE ST., CHICAGO (4), ILL. | 














SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. Pe 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 














Sea Prescises 910 
Sargent & Lundy W 
ENGINEERS 
Steam and Electrie Plants 
Utilities—Industrials 
Studies—R eports—Desigun—Supervision 
Chicago 3, Ill. 55 
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| STONE & WEBSTER ENGINEERING CORPORATION 
DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 
BOSTON « NEWYORK ee CHICAGO «© HOUSTON e« PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 











The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 









































80 BROAD STREET NEW YORK 4, N. Y. 
ALBRIGHT & FRIEL, INC. JACKSON & MORELAND 
Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators & Power Plants PUBLIC UTILITIES—iINDUSTRIALS 

Industrial Buildings RAILROAD ELECTRIFICATION 
City Planning Reports Valuations DESIGN AND SUPERVISION VALUATIONS 
Laboratory ECONOMIC AND OPERATING REPORTS 

1520 Locust Street Philadelphia 2 BOSTON NEW YORK 

BARKER & WHEELER, ENGINEERS/ | JENSEN BOWEN & FARRELL 

DESIGNS AND CONSTRUCTION — OPERATING Engineers 

SETTERMENTS — COMPLETE OFFICE SYSTEMS — te 

MANAGEMENT — APPRAISALS — RATES Ann Arbor, Michigan 
11 PARK PLACE, NEW YORK CITY Aegeatenis - lavestigations . - Reports 
36 STATE STREET, ALBANY, WN. Y. rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 
BLACK & VEATCH LUCAS & LUICK 
CONSULTING ENGINEERS ENGINEERS 
many my on og Pen DESIGN, CONSTRUCTION SUPERVISION, 


. 4 pind OPERATION, MANAGEMENT, APPRAISALS, 
struction of Public Utility Properties INVESTIGATIONS, REPORTS, RA 




















470% BROADWAY KANSAS CITY, MO. 
231 S. LaSauie St., Cxicaco 
EARL L. CARTER A. S. SCHULMAN ELgEctric Co. 
Consulting Engineer Contractors 
PENNSYLVANIA, WEST VIRGINIA’ KENTUCKY TRANSMISSION Lines—UNpERGROUND Distri- 
Public Utility Valuations, Reports and BUTION — Power STATION — INDUSTRIAL — 
i?) Cost Studies. CoMMERCIAL INSTALLATIONS 
910 Electric Building Indianapolis, Ind. 537 SourH Dearsorn Sr. CHIcAco 
W. C. GILMAN & COMPANY MANFRED K. TOEPPEN 
ENGINEER 
ENGINEERS CONSULTATION — INVESTIGATION — Reports 
and MaRKET AND MANAGEMENT SURVEYS . 
FINANCIAL CONSULTANTS VALUATION, DEPRECIATION AND RATE 
P MATTERS 
55 Liberty Street New York 261 Broadway §_ New York 7, N. Y. 
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Electrical Testing Lakoratories, Inc. 
Elliott Company .. 


Ford, Bacon & Dayis, Inc., Engineers 
Ford Motor Company Outside Back Cover 
*Foster Wheeler Corporation 
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*Gar Wood Industries,-Inc. .......6 6655s ee eeee 
General Electric Company 

Gilbert A jates, Jné.,.. Engi 

Gilman, W. C., & Company, Engineers 

Grinnell Company, inc. 





Harris, Frederic R., Inc. 
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Kinnear Manufacturing Company, The 
Kuhiman Electric Company 
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Lavino, E. J., and Company 
Lefer, William S., Engineers 
Loeb and Eames, Engineers 
Lucas & Luick, Engineers 
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Manning, J. H., & Company, Engineers 
*Morlin Industrial Division 
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Merco Nordstrom Valve Company . 

Mercoid Corporation, The 


Neptune Meter Company 
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Pennsylvania Transformer Company 
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Pittsburgh Equitable Meter Company 
Public Utility Engineering & Service Corporation. 


Railway & Industrial Engineering Company 
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Ridge Tool Company, The .........-seeeseeeee 
Riley Stoker Corporation 


Sanderson & Porter, Engineers 

Sergent & Lundy, Engineers 

Schulman, A._S., Electric Co., Contractors .... 
Stone & Webster Engineering Corporation ...... 
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Tennessee Valley Authority, The : 
Toeppen, Manfred K., Engineer .....--+++++** 
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Vulcan Soot Blower Corp. ...... asi cess coum 
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*Welsbach Engineering and Management 


White, J. G., Engineering Corporation, The ---- 
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oves ALL OIL from condensed returns 
for boiler feed 


REFINER is an outstanding 
ent in filters designed for ex- 
fine filtration. It breaks the 
emulsion in condensate and re- 
oth emulsified and free oil from 
bntent as high as 90 parts per 
own to a guaranteed maximum 
enth ppm. 


FINER features compactness 
ost operation. Flow rates of 
D0 gpm. are obtained in single 
\ battery of units provides 
capacities. The cost of filtered 
this new method of emulsion 
is extremely low. No back- 
ter is used. 


INER will greatly step up the 
y of your plant and reduce 
aintenance costs. Engineering 
e will be furnished gladly. 


The REFINER 


A revolutionary new filter 
PROVEN IN SERVICE 


1. Eliminates oil entering boilers. 
Improves boiler efficiency. Re- 
duces boiler maintenance costs. 


Saves heat units and fresh 
water by clarifying contami- 
nated returns formerly dumped. 


Removes free and EMULSIFIED 
oil from water to less than one- 
tenth part per million. 


Requires no chemicals or waste- 
ful back-washing. 


Is simple, inexpensive to oper- 
ate. 


Requires little space. 


APPLICATIONS 


The REFINER can be used as a polishing filter for 
practically any liquid, including boiler feed water and 
condensate, alcoholic, malt and other beverages, 
chemicals, aromatics, paints, varnishes, lacquers, soaps, 
detergents, juices and liquid foods, and liquids used 
in processing other substances. The pressure-tight 
cylinder permits filtration of volatile, inflammable, and 
hazardous liquids. It also removes turbid matter of 
the same specific gravity as the liquid. 


WRITE FOR CATALOG 


ACKBURN-SMITH MANUFACTURING COMPANY, INC. 


For 60 years designers and manufacturers of filters. 


64 RIVER STREET, HOBOKEN, N. J. 





Smith Mfg. Co. is a wholly owned subsidiary of Condenser Service & Engineering Co., Inc., builders of 
Btors, Stage Heaters, Gas Coolers, Drain Coolers and Heaters, Aftercoolers, Air Preheaters, Fuel Oil Heaters, 
Water Coolers, Process Heat Exchangers, Transformer Oil Coolers, Generator Air Coolers, Lubricating Oil 
, Storage Tank Oil Heaters, Feed Water Heaters, Distillers, Industrial and Oil Refinery Heat Exchangers, and 


Pes of heat exchange equipment. 








Fetter Trucks pe 





Starting its Sixth Dakota Winter- 


“Very economical... excellent servic 


rd Trucks are favorites for line mainte- 


SP Punce service for a great many. good 


» 


: 


sa 


; Y eitx. N. S..Patterson; superintendent of 


‘,geasons—notably rugged endurance, 
@& nomy and reliability. 


the Mobridge, South Dakota, Division, 
™akota Public Service Company, writes: 


“In January, 1940, we purchased this Ford 
cab-over-engine truck, on which we mounted 
a special utility body with five-man cab. 
This truck has beeri in constant operation 
sirtce then, over poor roads and°under ad- 
verse weather conditions. It has been very 
economical in maintenance and exception- 


MORE FORD TRUCKS ON THE ROAD ~- ON 


ally economical on tires. This truck 
given us excellent service.” 


There are no less than thirty-two 
portant engineering advancements 
new Ford Trucks now beifg built. 7 
advancements provide even greatert 
ating economiy and longer life. You 
find the new Ford Trucks you 
thriftier than ever with oil and gas, 
““weather-free”’ in ignition and in cafl 
tion, more economical to service. 


FORD TRO 


MORE JOBS » “FOR MORE GOOD REA 





